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TRADE  WITH  THE  NEW  STATES 
IN  1920 


THE  trade  of  the  United  States  with  the  "new  Europe"  in  1920 
was  greater  in  nominal  value  than  in  the  year  preceding  the  war. 
By  the  term  "new  Europe"  is,  of  course,  meant  the  score  of  new  or 
materially  readjusted  political  divisions  now  occupying  the  area  of  the 
former  central  European  empires — Russia,  Germany,  Austria-Hungary, 
and  Turkey. 

The  strictly  new  political  divisions  representing  this  area  are  fifteen  in 
number,  and  if  we  add  to  these  the  states  whose  areas  were  materially 
enlarged  by  accessions  from  the  conquered  territory,  the  total  reaches  a 
full  score.  And  if  to  this  number  we  further  add  the  new  political  divi- 
sions in  the  non-European  areas  formerly  governed  by  the  defeated 
empires,  the  grand  total  of  newly  organized  or  greatly  enlarged  govern- 
ments is  nearly  two  score.  But,  regardless  of  whether  we  consider  the 
strictly  European  area  or  also  include  the  non-European  area  formerly 
governed  by  the  Central  Powers,  the  fact  remains  that  our  trade  with 
these  areas  was  greater  in  1920,  measured  in  United  States  dollars,  than 
in  the  year  preceding  the  war. 

The  qualifying  phrase  "measured  in  United  States  dollars"  is  used 
with  a  double  purpose;  first,  to  make  clear  the  fact  that  the  valuations 
of  merchandise  forming  our  commerce  with  the  areas  in  question  are 
stated  in  our  own  currency,  and  not  in  the  greatly  inflated  and  widely 
fluctuating  currencies  of  the  countries  with  which  this  trade  occurs; 
second,  to  make  equally  clear  the  fact  that  the  enlarged  figures  of  value, 
although  stated  in  our  own  currency,  do  not  necessarily  represent  greater 
quantities  of  merchandise  exchanged  with  that  area  in  1920  as  compared 
with  the  year  prior  to  the  war,  since  with  the  higher  prices  which  pre- 
vailed in  1920,  the  increased  number  of  dollars  measuring  our  trade 
with  the  "new  Europe"  does  not  necessarily  represent  a  corresponding 
increase  in  the  quantity  of  merchandise  sent  to  or  drawn  from  that  area. 

In  fact,  the  quantities  of  merchandise  which  the  new  countries  are 
able  to  send  us  in  exchange  for  our  products  undoubtedly  fall  materially 
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below  that  which  they  sent  us  prior  to  the  war,  while,  on  the  other 
hand,  some  parts  of  the  merchandise  sent  to  them  undoubtedly  represent 
foodstuffs  supplied  to  meet  the  immediate  food  requirements  in  areas 
in  which  the  present  purchasing  power  is  insufficient  to  meet  present 
needs.  How  much,  if  any,  of  the  merchandise  officially  recorded  as 
"exports"  to  the  new  European  states  actually  represents  contributions 
of  food,  or  how  much  may  have  been  supplied  upon  unusually  long  credits 
cannot,  of  course,  be  determined  from  the  official  records. 

Trade  With  Germany  $400,000,000  in  1920 

The  changes  in  our  trade  with  the  area  formerly  governed  by  the 
Central  Powers  vary  greatly.  In  some  cases  the  1920  figures  are  but 
half  or  two-thirds  as  much  as  those  of  19 13,  in  other  cases  they  are  three 
or  four  times  as  great  as  in  19 13.  To  the  new  German  Republic,  which 
represents  about  four-fifths  of  the  area  of  the  former  German  Empire 
and  has  about  five-sixths  of  its  former  population,  our  exports  in  1920 
are  valued  at  about  90%  of  the  stated  value  of  the  exports  to  Germany 
in  191 3,  while  the  1920  imports  from  the  new  Germany  are  valued  at 
only  about  50%  of  those  from  the  German  Empire  in  191 3.  The  total 
official  valuation  of  our  trade  with  the  German  Republic  in  1920  is,  in 
round  terms,  $400,000,000  against  $536,000,000  in  19 13. 

With  Russia  in  Europe  and  Asia,  the  trade  of  the  United  States  in 
1920  aggregated,  in  round  terms,  $41,000,000  against  $52,000,000  in 
1913,  though  it  is  proper  to  add  that  our  government,  in  its  reports  of 
commerce,  still  includes  under  the  term  "Russia"  all  of  its  pre-war  area 
whose  existence  as  a  separate  state  has  not  yet  been  officially  recognized. 

Increased  Commerce  With  Austro-Hungarian  Area 

With  the  area  formerly  known  as  Austria-Hungary,  the  1920  trade 
cannot  be  specifically  stated  by  reason  of  the  fact  that  the  area  of  the 
former  Austro-Hungarian  Empire  has  been  distributed  to  such  a  variety 
of  political  divisions,  including  not  only  the  Austrian  Republic  and  the 
new  and  greatly  reduced  Hungary,  but  also  Czecho-Slovakia  and  a  large 
part  of  Jugo-Slavia,  as  well  as  the  additions  to  the  areas  of  Rumania, 
Greece  and  Italy. 

The  United  States  trade  with  Austria-Hungary  in  191 3  aggregated 
about  $42,000,000,  while  that  with  the  new  republic  of  Austria  in  1920 
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was  $21,000,000  (chiefly  foodstuffs  sent  as  contributions  to  the 
immediate  needs  of  her  people)  ;  that  with  Czecho-Slovakia,  formerly  a 
part  of  Austria-Hungary,  was  about  $17,000,000,  almost  equally  divided 
between  exports  and  imports,  while  if  we  add  to  this  a  proper  share  of 
the  greatly  enlarged  trade  with  Jugo-Slavia  and  greater  Rumania,  it  is 
apparent  that  our  1920  trade  with  the  area  represented  by  the  former 
Austro-Hungarian  Empire  is  materially  larger,  stated  in  United  States 
dollars,  than  that  of  191 3. 

Gain  in  Shipments  to  "Tidewater"  States 

It  is  with  the  chain  of  new  or  enlarged  countries  fronting  upon  tide- 
water that  the  greatest  increase  in  our  after-the-war  trade  occurs.  This 
gain  in  trade  with  the  countries  having  an  ocean  frontage  is  quite  natural, 
since  the  transportation  systems  of  the  interior,  originally  adjusted  to 
meet  the  economic  conditions  of  the  four  great  empires,  are  not  only  out  of 
adjustment  to  the  economic  needs  of  the  twenty  new  political  divisions, but 
their  machinery,  roadbeds  and  general  equipment  are  badly  out  of  repair 
and  their  transporting  power  thus  far  below  normal.  In  the  countries 
having  a  tidewater  frontage,  including  Finland,  Esthonia,  Latvia,  Lithu- 
ania, and  Poland  at  the  north  and  the  entire  stretch  of  countries  fronting 
upon  the  Mediterranean  and  Black  Sea,  in  which  the  boundaries  were 
materially  changed  by  the  war,  the  trade  of  the  United  States  shows 
enormous  gains  when  we  compare  1920  with  19 13. 

With  Finland,  our  total  trade  of  1920  was  $24,000,000,  against  less 
than  $4,000,000  in  19 13,  and  with  the  new  Poland  about  $70,000,000, 
chiefly  exports  to  that  country,  the  imports  from  Poland  being  less  than 
one  million  dollars.  No  official  figures  of  trade  with  the  other  new 
Baltic  States — Esthonia,  Latvia  and  Lithuania — are  available  in  our 
own  official  trade  records,  but  the  records  of  each  of  those  countries 
show  already  a  very  considerable  trade  with  the  United  States,  and 
the  presence  at  their  ports  of  a  considerable  number  of  American  firms, 
trade  representatives,  and  traders  engaged  in  the  development  of  United 
States  commerce  with  that  area,  which  includes  all  of  the  important 
ports  on  the  Baltic,  that  in  turn  connect  interior  Russia  with  tidewater. 

On  the  Mediterranean  frontage,  our  1920  trade  was  many  times  that 
of  19 1 3.  With  the  greatly  enlarged  Greece,  which  gained  important 
areas  in  both  Europe  and  Asia,  our  trade  of  1920  is  twelve  times  as 
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much  as  in  19 13,  aggregating  $60,000,000  in  1920  against  less  than 
$5,000,000  in  19 1 3.  With  the  enlarged  Rumania,  which  doubled  her 
area  as  a  result  of  the  war,  our  1920  trade  is  two  and  a  half  times  as 
much  as  in  19 13,  and  that  with  Bulgaria  fifteen  times  as  much.  In  that 
area  which  our  official  records  still  class  as  "Turkey  in  Europe  and  Asia," 
our  trade  in  1920  was  more  than  $80,000,000  against  $25,000,000  in 
I9i3>  while  with  Egypt,  formerly  counted  as  Turkish  territory  and  now 
classed  as  British,  our  trade  of  1920  as  shown  by  official  figures  was 
$135,000,000  against  less  than  $20,000,000  in  19 13.  With  the  former 
German  and  Turkish  areas  in  Asia,  Africa  and  Oceania  which  passed 
by  mandate  or  otherwise  under  control  of  certain  of  the  Allies,  our  trade 
of  1920  is  in  practically  every  instance  greater  than  that  of  19 13. 

In  the  entire  world  area  in  which  the  war  resulted  in  new  govern- 
mental organizations  or  marked  readjustments  of  boundary  lines,  the 
trade  of  the  United  States  in  1920  was  approximately  $900,000,000 
against  about  $685,000,000  in  the  year  before  the  war. 

New  Countries  Look  to  U.  S.  for  Supplies 

While  the  twenty  new  or  newly  adjusted  states  of  Central  Europe 
have  still  many  difficult  problems  to  solve — problems  political,  economic, 
industrial,  financial,  of  transportation,  of  debts,  of  currency,  and  of 
exchange — their  evident  disposition  to  look  to  the  United  States  for 
their  needed  supplies  of  food,  manufacturing  material  and  even  manu- 
factures, and  to  in  every  way  increase  their  business  relations  with  us, 
seems  to  justify  at  this  time,  more  than  two  years  after  the  close  of  the 
war,  a  careful  and  frank  review  of  their  respective  conditions.  In 
presenting  this  study  of  the  1920  conditions  in  each  of  the  areas  in 
question,  it  has  been  deemed  advisable  also  to  include  the  views  of 
certain  well-known  business  men,  statesmen,  economists,  and  publicists 
of  Europe  who,  from  their  close  viewpoint,  are  especially  equipped  to 
form  opinions  regarding  present  economic  conditions  of  the  respective 
areas. 
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HE  political  and  economic  map  of  Europe  at  the  beginning  of 


A  192 1  is  much  more  distinct  in  outline  and  detail  than  that  of  the 
year  which  immediately  followed  the  close  of  the  war.  Of  the  two- 
score  new  political  units  organized  from  the  territory  of  Russia,  Ger- 
many, Austria-Hungary,  and  Turkey,  a  dozen  have  disappeared,  some 
absorbed  by  ambitious  neighbors,  others  consolidated  into  new  and 
stronger  units,  while  the  larger  and  stronger  ones  have  more  definitely 
established  their  boundary  lines  and  begun  the  difficult  task  of  developing 
their  financial,  industrial,  and  economic  powers.  The  developments 
of  the  year  1920  among  these  new  political  divisions  bring  sharply  to 
mind  the  prophetic  words  of  that  distinguished  ethnologist  and  his- 
torian, Dr.  Edwin  Grosvenor,  as  expressed  in  his  discussion  of  the 
Races  of  Europe,  appearing  in  the  National  Geographic  Magazine  in 
the  month  following  the  close  of  the  war,  in  which  he  said : 

"For  the  first  time  in  human  experience,  an  effort  is  being  made  by  the 
victors  after  the  Great  War  to  trace  the  new  frontiers  in  accordance  with 
the  racial  aspirations  of  the  peoples  involved.  Because  of  the  impossibility 
of  defining  exactly  the  limits  of  a  race,  many  heart-burnings  are  inevitable. 
*  *  *  Europe,  though  so  old,  is  for  the  greater  part,  inexperienced  in 
self-government  *  *  *  and  the  gait  of  more  than  one  newly  enfran- 
chised people  will  resemble  the  uncertain  walk  of  a  just  awakened  child." 


The  two-score  new  political  divisions  which  were  formed  from  parts 
of  the  areas  of  the  four  defeated  empires  were,  as  indicated  by  the 
authority  above  quoted,  not  mere  matters  of  chance  or  temporary  con- 
venience, but  in  nearly  all  cases  a  recognition  of  the  long-cherished 
national  ambitions  of  groups  of  people  closely  related  by  racial  and 
ethnic  ties.  In  many  cases,  these  various  groups  had  in  former  years 
enjoyed  political  independence,  but  had  been  compelled  to  yield  to  the 
control  of  their  stronger  neighbors.  The  people  thus  unwillingly  sub- 
jected seized  the  opportunity  offered  by  the  downfall  of  the  oppressing 
governments  to  re-establish  themselves  as  independent  political  units, 
occupying  areas  inhabited  by  their  racial  or  ethnological  associates. 


Racial  and  Ethnic  Ties 


[5] 


TRADING   WITH   THE   NEW  COUNTRIES   OF   CENTRAL  EUROPE 


In  doing  so,  it  followed  quite  logically  that  their  claims  to  area  in 
many  cases  overlapped,  as  each  racial  or  ethnological  group  quite  natur- 
ally claimed  all  of  the  areas  in  which  their  people  formed  any  consider- 
able percentage  of  the  total,  while  not  infrequently  the  adjacent  groups 
claimed  a  part  of  the  areas  in  question  for  similar  and  equally  well- 
founded  reasons. 

The  Plebiscites 

In  some  instances  where  the  population  of  a  given  area  was  so  closely 
divided  between  two  or  three  distinct  ethnological  groups  as  to  render 
difficult  a  proper  or  just  assignment  of  the  area,  the  question  as  to  its 
political  relationship  was,  by  the  Peace  Conference,  submitted  to  a 
vote  or  "plebiscite"  of  the  people  occupying  the  area  in  question.  Eastern 
Silesia  was  attached  to  Poland  until  1944,  when  a  plebiscite  will  deter- 
mine its  future  political  relationship.  The  Saar  Valley,  now  under  Allied 
occupation,  is  to  determine  in  1933  its  future  relation,  whether  to  France 
or  Germany.  In  Lithuania  a  plebiscite  to  be  taken  in  1921  is  to  decide 
as  to  Polish  or  Lithuanian  control  over  the  Vilna  area.  In  upper  Silesia 
the  plebiscite,  taken  in  1921,  showed  a  majority  of  the  total  vote  in  favor 
of  Germany,  but  final  action  has  not  been  taken  on  the  subject.  In  North 
Schleswig  the  area  was,  by  vote,  returned  to  Denmark.  In  other 
instances,  especially  in  the  area  included  in  the  Russian  Empire 
as  it  existed  prior  to  the  war,  the  various  groups  of  people  attempting 
to  establish  themselves  as  independent  governments  were  dependent  only 
upon  their  own  efforts  for  the  establishment  of  boundary  lines  or  the 
maintenance  of  their  political  independence,  and  in  not  a  few  cases  such 
defenseless  political  organizations  were  quickly  wiped  out  of  existence 
by  the  superior  force  of  the  government  from  which  they  had  attempted 
to  detach  themselves. 

On  the  other  hand,  the  close  ethnological  and  geographic  relation  of 
certain  small  units  suggested  the  wisdom  of  combination,  for  mutual 
defense  and  development,  while  still  again  the  territorial  ambitions  of 
certain  political  units,  old  and  new,  resulted  in  the  absorption  of  sundry 
small  units  which  had  established  themselves  during  the  war,  usually 
as  republics.  In  certain  cases,  the  ambitions  of  small  groups  for  inde- 
pendence were  encouraged  for  military  reasons  by  some  of  the  stronger 
powers,  and  when  the  support  of  these  stronger  powers  was  withdrawn 
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the  small  and  weak  new  divisions  quickly  fell  under  the  control  of  the 
governments  of  the  areas  which  had  not  conceded  to  their  secession. 

Mortality  in  the  Family  of  New  Republics 

Most  of  the  cases  in  which  new  political  units  have  disappeared  from 
the  map  occurred  in  the  area  included  within  the  Russian  Empire  as  it 
existed  prior  to  the  war.  In  the  extreme  north  of  European  Russia 
the  two  military  governments  organized  under  the  title  of  The  Murman 
Region  and  North  Russia,  established  largely  as  a  protection  for  the 
Allied  troops  operating  in  that  area,  have,  since  the  withdrawal  of  the 
troops,  disappeared  from  maps  and  from  public  attention  and  presum- 
ably ceased  to  exist  as  separate  organizations. 

In  Southeastern  Russia,  known  as  the  Caucasus  Region  and  occupying 
the  area  between  the  Crimean  Peninsula  and  the  Caspian  Sea,  a  half 
dozen  ambitious  little  republics,  some  of  which  received  certain  aid 
from  the  military  forces  of  Denekin,  Kolchak  and  Wrangel,  success- 
ively, operating  against  the  Bolshevist  government,  have  gradually 
succumbed  to  the  pressure  of  that  government,  following  the  defeat  and 
withdrawal  of  the  forces  by  which  they  were  supported.  With  little 
formality  the  Tauride  Republic,  the  Kuban  Republic,  the  Terek  Re- 
public, the  Don  Republic,  the  Tatar-Bashkir  Republic,  the  Daghestan 
Republic  and  the  Republic  of  Turkestan,  have  been  subjected  to  the 
Soviet  group. 

In  the  two  republics  of  Azerbaijan  and  Georgia,  occupying  the  area 
between  the  eastern  end  of  the  Black  Sea  and  the  Caspian  and  which 
had  established  a  more  distinct  political  organization,  the  process  of 
subordination  to  Soviet  rule  was  more  formal,  and  the  various  steps 
of  their  subjugation  more  distinctly  announced,  but  their  autonomous 
governments  have,  in  each  case,  been  in  a  large  degree  wiped  out  and  that 
of  the  Soviets  established,  and  with  it  a  complete  control  obtained  by  the 
Soviets  of  the  great  oil  fields  and  wells  of  Azerbaijan  and  the  pipe  lines 
connecting  them  across  Georgia  with  its  Black  Sea  port  of  Batum. 

Fall  of  Armenian  Republic 

With  the  absolute  control  by  the  Soviets  of  the  Georgia  and  Azer- 
baijan region,  lying  immediately  north  of  Russian  Armenia,  and  a  like 
occupancy  of  the  area  at  its  south  by  the  forces  of  the  Turkish  National- 
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ists  under  Mustapha  Kernel,  the  Armenian  government  was  no  longer 
able  to  resist  the  desire  of  the  Soviets  and  the  Young  Turks  for  a  joint 
occupation  of  that  area  as  a  connecting  link  between  Soviet  Russia  and 
the  Turkish  Nationalists  in  Asia  Minor.  So  the  closing  month  of  1920 
witnessed  the  practical  downfall  of  the  Armenian  Republic  organized 
in  south  Russian  territory  in  May,  19 18,  while  the  area  at  its  immediate 
south,  known  as  Turkish  Armenia,  which  had  not  yet  attached  itself  to 
Russian  Armenia,  is  apparently  under  control  of  the  Turkish  Nation- 
alists. 

Siberia's  Fate 

The  great  Siberian  section  of  pre-war  Russia,  which  established  itself 
in  December,  191 7,  as  the  Independent  Republic  of  Siberia,  with  its 
capital  at  Tomsk  and  later  placed  under  the  military  control  of  Admiral 
Kolchak,  passed  again  under  Soviet  control  after  the  downfall  of  Kol- 
chak.  In  the  extreme  eastern  part  of  Siberia,  the  area  lying  between 
Lake  Baikal  and  the  Pacific,  a  new  republic  was  established  after  the 
downfall  of  Admiral  Kolchak,  under  the  title  of  the  Far  Eastern  Re- 
public, and  apparently  still  maintains  its  independence.  This  republic 
was,  according  to  a  statement  by  the  Bolshevist  Chief  for  Foreign  Affairs 
in  Siberia,  formally  recognized  by  the  Soviet  government  on  May  17, 
1920,  though  the  Japanese  government  still  maintains  control  of  certain 
parts  of  the  Pacific  frontage,  including  the  northern  half  of  the  island 
of  Saghalin,  held  pending  compensation  for  the  massacre  of  Japanese 
at  Nikolaivosk. 

Dozen  New  States  Blotted  Out 

Thus  a  full  dozen  of  the  new  political  divisions  appearing  upon  the 
maps  in  19 19  disappeared  during  the  year  1920.  The  population  which 
they  represented  aggregated  probably  35,000,000  and  the  area,  including 
that  of  the  great  independent  Republic  of  Siberia,  reached  into  the 
millions  of  square  miles.  It  is  proper  to  add,  however,  that  a  large 
proportion  of  these  political  units  which  have  been  eliminated  during 
1920  were,  in  part  at  least,  created  as  military  exigencies,  and  their 
downfall  as  independent  governments  was  the  natural  result  of  the  disap- 
pearance of  the  military  organizations  by  which  they  were  created  and 
supported.  The  three  tiny  republics  fronting  on  the  Baltic  composed  of 
groups  of  similar  ethnic  origin — Livonia,  Courland  and  Latvia — have 
been  merged  into  one,  retaining  the  title  of  Latvia. 
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Present  Conditions  in  the  New  Political  Divisions 

The  chief  purpose  of  this  discussion  is  to  present,  as  far  as  practicable 
at  this  time,  a  condensed  view  of  conditions  in  the  early  part  of  the 
5'ear  192 1  in  the  score  of  new,  or  newly  adjusted,  political  divisions 
of  Europe,  which  have  continued  their  existence  under  the  difficult  condi- 
tions characterizing  that  great  area  since  the  close  of  the  war.  Beginning 
at  the  north,  they  include  the  "Russian  Federative  Republic"  (popularly 
designated  Soviet  Russia),  Finland,  Esthonia,  Latvia  (which  now 
includes  Livonia  and  Courland),  Lithuania,  Ukrainia,  Poland,  Danzig, 
the  German  Republic,  the  Austrian  Republic,  Czecho-Slovakia,  Jugo- 
slavia, Albania,  the  new  Hungary,  Bulgaria  in  its  minimized  form, 
greater  Rumania,  greater  Greece,  greater  Italy  and  the  recently  estab- 
lished independent  government  of  Fiume. 

The  plebiscite  in  the  German  area  of  North  Schleswig  resulted  in 
its  transfer  to  Denmark,  which  country  is  to  pay  to  one  of  Germany's 
creditors  a  fixed  sum  for  the  public  buildings  and  other  property. 
Carinthia,  by  a  plebiscite  in  the  latter  part  of  1920,  was  restored  to 
Austria.  In  the  Teschen  district  lying  between  Poland  and  Czecho- 
slovakia, the  plebiscite  was  abandoned  and  the  League  of  Nations  was 
requested  to  decide  as  to  the  division  of  the  territory  between  the  two 
states.  The  League  gave  to  Czecho-Slovakia  most  of  the  coal  fields  now 
being  mined,  and  most  of  the  city  of  Teschen,  but  to  Poland  an  unde- 
veloped coal  area  of  very  great  promise. 

The  Eurasian  Republics  Short-lived 

The  area  which  has  witnessed  the  downfall  of  the  dozen  republics 
disappearing  during  1919-20 — the  Caucasus  region — -is  that  occupied 
by  a  mixture  of  Tartar,  Mongol  and  Slavic  stock,  while  in  the  areas 
in  which  the  population  is  strictly  European — Slavic,  Finnish,  Lettish, 
Lithuanian,  Ruthenian,  Rumanian,  Germanic — the  various  states  which 
emerged  from  the  war  period  are  still  in  existence.  Whether  the  fact 
that  the  republics  composed  of  a  mixture  of  Asiatic  and  European  stocks, 
were  the  first  to  succumb  to  pressure  and  lose  their  identity  as  individual 
organizations,  is  at  all  chargeable  to  the  peculiarities  of  the  mixture  of 
ethnic  stocks  composing  the  population  is,  of  course,  difficult  to  deter- 
mine. This  is  especially  true  in  view  of  the  extraordinary  difficulties 
surrounding  the  attempt  of  these  peoples  to  maintain  themselves  as 
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separate  political  units  in  an  area  little  acquainted  with  such  type  of 
government,  and  with  little  encouragement  from  the  stronger  govern- 
ments of  this  kind. 

Nevertheless,  it  is  a  fact  that  most  of  the  republics  built  from  the 
mixture  of  Asiatic  and  European  stocks  disappeared  during  the  first 
year  of  test,  while  those  composed  strictly  of  European  stock  stood  the 
test  of  the  first  complete  year  despite  the  many  difficulties  which  they 
faced  in  the  attempt  to  establish  themselves  industrially,  financially,  and 
commercially. 

Finances  the  Greatest  Difficulties  of  the  New  Republics 

The  greatest  difficulties  which  the  new  nations  of  Europe  have  had  to 
face  in  their  existence  thus  far  have  been  along  financial  lines.  True, 
the  difficulties  of  transportation  and  the  exhausted  condition  in  which 
their  populations  and  industries  emerged  from  the  war  greatly  minimized 
their  producing  and  commercial  power,  while  in  certain  instances, 
notably  Soviet  Russia,  Poland  and  Lithuania,  the  military  activities 
required  the  attention  of  a  very  considerable  part  of  the  population  which 
otherwise  would  have  begun  a  more  complete  development  of  the 
industries. 

But  the  greatest  difficulty  and  danger  with  which  practically  all  of  the 
new  governments  have  been  confronted  was  the  lack  of  funds  for  current 
uses  of  the  government  and  the  development  of  the  home  industries, 
and  with  this  condition  came  a  disposition  toward  increased  national 
debts  and  paper  currency.  This  experience  of  19 19  and  1920 — the 
disposition  to  create  new  debts  and  new  currency — grows  largely  out 
of  the  heavy  expenditures  and  the  lack  of  tax-paying  power  on  the  part 
of  the  people,  in  consequence  of  which  the  receipts  from  taxation  have 
fallen  far  below  the  expenditures  of  the  governments,  especially  those 
still  conducting  military  operations. 

The  disposition  to  permit  expenditures  to  exceed  receipts  is  not, 
however,  peculiar  to  the  newly  established  republics,  for  statements 
presented  at  the  Financial  Conference  in  Brussels  in  October,  1920, 
disclosed  that  out  of  a  dozen  European  countries  reporting  to  that 
conference  only  one — Great  Britain — showed  receipts  equal  to  expendi- 
tures. In  all  the  others,  increases  had  been  made  in  debts  or  paper 
currency,  or  both,  to  meet  the  excess  of  expenditure  over  receipts. 
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Floods  of  Paper  Currency 

While  the  new  nations  have,  therefore,  had  no  monopoly  in  the 
experience  of  "budget  deficits,"  it  is  a  fact  that  in  practically  every  one 
of  these  new  states,  managed  in  many  instances  by  people  who  had  had 
comparatively  little  experience  in  the  conduct  of  governments,  expendi- 
tures have  been  permitted  to  run  far  in  excess  of  receipts  from  taxation, 
and  these  excesses  were  made  up  chiefly  by  the  issuance  of  enormous  sums 
of  paper  money  and  the  increase  of  national  debt  by  borrowing  from  the 
people  where  practicable,  and  from  the  financial  institutions  of  the  coun- 
try itself.  Such  loans  were  made  in  the  greatly  inflated  paper  money 
which  was  being  turned  out  by  the  printing  presses,  and  which  had  in 
most  cases  an  extremely  small  gold  backing. 

As  a  consequence,  most  of  these  countries  found  themselves,  at  the 
end  of  the  calendar  year  1920,  with  greatly  increased  debts  and 
an  enormous  increase  of  paper  circulation,  of  which  the  purchasing 
power  decreased  with  every  turn  of  the  printing  press,  especially  in  those 
cases  in  which  the  ratio  of  gold  to  paper  currency  had  fallen  to  an 
extremely  low  point.  The  paper  currency  of  certain  of  the  countries 
in  question  had  behind  it  actually  less  than  1%  of  gold,  and  in  still 
other  cases  only  a  small  fraction  of  1%.  In  the  case  of  Austria,  the 
limit  was  reached  early  in  1921,  and  its  authorities  declared  themselves 
unable  to  longer  conduct  the  government  without  aid  from  the  Allied 
powers. 

Debt  of  New  States  150  Billions 
Thus  while  the  score  of  new  countries  or  newly  adjusted  countries 
consisting  of  strictly  European  stock  continued  to  maintain  their  sepa- 
rate forms  of  government  during  19 19  and  1920,  they  found  themselves 
at  the  beginning  of  1 92 1  in  an  extremely  exhausted  state  financially, 
most  of  them  with  floods  of  a  greatly  inflated  currency,  the  debts  in 
many  cases  piled  mountain  high,  and  the  interest  payments  corre- 
spondingly great.  Meantime,  the  earnings  and,  therefore,  the  taxpaying 
power  of  the  peoples  had  by  no  means  returned  to  anything  like  normal 
conditions.  The  national  debts  of  the  twenty  political  units  now  exist- 
ing in  the  area  occupied  by  Russia,  Germany,  Austria-Hungary  and 
Turkey  aggregated  at  the  end  of  1920  about  $150,000,000,000  and 
their  paper  currency  $55,000,000,000,  these  figures  being  exclusive  of 
the  issues  of  the  Bolshevik  government. 
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Transportation  Systems  Reduced  in  Value 

The  great  railway  and  other  transportation  systems  of  Russia,  Ger- 
many, Austria-Hungary  and  Turkey,  which  had  been  established  with 
reference  to  the  general  economic  system  of  production  and  exportation 
of  the  respective  empires,  were  broken  in  fragments  by  the  transforma- 
tion of  the  area  into  new  political  units.  The  worn-out  condition  of 
the  railways  and  their  equipment,  and  the  inability  to  manufacture  or 
purchase  abroad  the  new  equipment  necessary  to  put  them  in  order, 
greatly  reduced  their  efficiency,  to  say  nothing  of  the  fact  that  the  old 
systems  established  for  the  use  of  the  four  great  empires  are  not  now 
adjusted  to  the  individual  requirements  of  the  twenty  new  and  smaller 
states  which  were  created  from  the  great  areas  in  which  they  operated 
as  through  systems.  Conferences  were  held  in  the  closing  months  of 
1920  between  representatives  of  certain  of  the  new  republics  to  lay 
plans  for  a  mutual  readjustment  and  development  of  their  railway  and 
river  transportation  systems. 

The  Difficulties  Summarized 

It  follows,  therefore,  that  the  conditions  faced  by  the  people  of  the 
new  political  divisions  in  question,  no  matter  how  industrious  they  may 
be,  no  matter  how  willing  to  till  the  soil,  operate  the  mines  and 
re-establish  the  factories,  were  very  seriously  hampered  by  the  low  value 
of  their  inflated  currency,  and  the  consequent  high  exchange  rates  which 
resulted,  to  say  nothing  of  the  unsatisfactory  transportation  systems 
within  their  own  countries,  the  absence  of  shipping  facilities  on  the 
ocean,  and  in  not  a  few  instances  the  fact  that  the  countries  as  newly 
organized  had  no  frontage  upon  the  oceans. 

It  is  not  surprising,  then,  that  the  end  of  the  second  year  found  a 
very  large  proportion  of  the  newly  created  or  readjusted  countries  of 
Central  Europe  still  far  below  their  possible  normal  in  agriculture, 
mining,  manufactures  and  international  trade,  suffering  from  extremely 
high  prices  as  measured  in  the  greatly  inflated  currency,  and  over- 
whelmed by  continually  increasing  indebtedness  and  interest  payments. 

In  discussing  present  conditions  in  the  score  of  new  political  units  here 
under  consideration,  it  has  been  deemed  advisable  to  present  the  studies  in 
alphabetical  order  of  the  titles  under  which  they  are  now  designated. 
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The  maps  of  the  area  in  question  herewith  presented  are  reproduced  by 
the  kind  permission  of  the  National  Geographic  Society  from  its  much 
larger  map,  in  colors,  appearing  in  the  February,  1921,  issue  of  the 
National  Geographic  Magazine. 

ALBANIA 

ONE  of  the  very  latest  of  the  new  political 
units  is  Albania,  the  little  geographical 
district  fronting  upon  the  Adriatic  and  lying  op- 
posite the  southern  end  of  Italy.  It  lies  immedi- 
ately north  of  the  western  frontage  of  Greece,  and 
is  bounded  on  the  north  and  east  by  the  newly 
created  state,  Jugo-Slavia.  Its  area  is  approxi- 
mately 11,000  square  miles,  or  about  equal  to  the 
state  of  Vermont,  and  the  population  estimated  in 
1 92 1  at  850,000,  described  as  a  "group  of  hardy, 
primitive  and  war-like  mountaineers,  advanced 
by  the  Austrian  government  in  19 13  from  a  tribal 
condition  to  independent  statehood  in  the  effort  to  shut  off  Serbia  from 
an  outlet  to  the  Adriatic."  The  Albanians,  this  authority  adds,  are  "of 
a  mixture  of  Greek,  Slav,  Turk  and  Italian ;  in  religion,  divided  between 
the  Mohammedan,  Greek  Orthodox  and  Roman  Catholic." 

Albania's  representative  in  the  United  States,  Mr.  C.  A.  Chekregi, 
in  the  December,  1920,  number  of  Current  History  says  that  Italy  and 
Jugo-Slavia  made  claims  at  the  Peace  Conference  to  the  Albanian 
territory.  These  claims  were  opposed  by  the  Albanians,  who,  after 
several  weeks  of  fierce  fighting,  forced  the  withdrawal  of  Italian  troops 
attempting  to  occupy  their  territory,  and  by  a  treaty  between  the  Italian 
and  Albanian  governments,  signed  at  Tirana,  August  2,  1920,  obtained 
definite  recognition  as  an  independent  state.  This  was  accompanied  by 
intervention  of  the  American  government  on  behalf  of  the  Albanians, 
which  turned  the  scale  for  the  establishment  of  the  independent  state. 

The  Albanian  capital  is  Tirana,  an  interior  city  about  twenty  miles 
east  of  the  Adriatic  port  of  Durazzo,  the  principal  seaport  of  Albania. 
The  country  is  for  the  greater  part  rugged,  wild  and  mountainous, 
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the  exceptions  being  along  the  Adriatic  littoral  and  the  Kerytza  Basin, 
which  two  sections  are  particularly  fertile  and  capable  of  great  agri- 
cultural development,  though  great  tracts  of  the  interior  remain  unculti- 
vated. The  crop  of  the  fertile  areas  is  chiefly  tobacco,  wool  and  olive 
oil.  As  for  minerals,  Albania  is  said  to  possess  copper,  coal,  silver, 
gold  and  lead. 

Transportation  is  by  country  roads,  no  railroads  having  yet  been 
constructed,  though  the  proposed  Trans-Balkan  railway  from  its  Adri- 
atic seaport  of  Valona  will,  when  completed,  give  it  a  rail  connection 
with  the  area  at  the  east,  while  its  numerous  ports  on  the  Adriatic 
supply  maritime  transportation.  There  are  as  yet  no  figures  of  foreign 
trade. 

Schools  are,  according  to  Mr.  Chekregi,  being  opened  throughout 
the  country,  and  negotiations  are  now  being  carried  on  for  the  estab- 
lishment of  an  American  university  modeled  after  the  Robert  College 
at  Constantinople. 

AUSTRIA 

THE  Austrian  Re- 
public, which  was 
proclaimed  November 
12,  19 1 8,  occupies  about 
22%  of  the  area  former- 
ly known  as  the  Austrian 
Empire.  A  national 
constitutional  assembly, 
consisting  of  a  single 
chamber,  was  elected  in 
February,  19 19,  upon  a 
basis  of  universal  suf- 
frage, and  the  new  government  was  administered  by  the  constituent 
assembly. 

The  new  constitution,  which  came  into  operation  November  10,  1920, 
transformed  the  government  into  a  confederation  composed  of  the  eight 
states  of  Upper  Austria,  Lower  Austria,  Styria,  Carinthia,  Salzburg, 
Tyrol,  Burgenland  and  Vorarlberg.  It  provides  two  legislative  bodies, 
the  National  Council  and  Federal  Council,  which  in  joint  session  elected 
the  president  of  the  Confederation. 
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AUSTRIA 


The  area  of  the  present  Austria  is  estimated  at  30,000  square  miles, 
or  about  equal  to  the  state  of  South  Carolina ;  the  population  is  approxi- 
mately 6,350,000.  Vienna,  the  capital,  has  a  population  of  some 
2,000,000. 

"Agriculture,"  according  to  the  Statesman's  Year  Book,  "forms  the 
main  occupation  of  the  people,  but  the  foodstuffs  produced  do  not 
suffice  for  the  population.  Forests  abound  and  timber  will  form  an 
appreciable  asset.  The  production  of  lignite  is  estimated  at  2,000,000 
tons  per  annum,  iron  ore  2,000,000  tons,  pig  iron  about  500,000  tons, 
while  small  quantities  of  copper,  zinc  and  lead  are  produced."  Piano 
making,  the  manufacture  of  motor  cars  and  the  production  of  textiles 
are  among  Austria's  principal  manufacturing  industries,  though  the 
production  of  textiles  is,  of  course,  chiefly  dependent  on  importations 
of  material  from  other  parts  of  the  world. 

Austria  is  now  entirely  an  interior  country,  bounded  on  the  north 
by  Germany  and  Czecho-Slovakia,  on  the  east  by  Hungary,  on  the  south 
by  Jugo-Slavia  and  Italy.  Its  access  to  the  sea  will  be  chiefly  by  the 
Danube  and  by  railway  across  northern  Italy  to  the  now  Italian  port  of 
Trieste,  its  former  principal  seaport  at  the  head  of  the  Adriatic.  The 
state  has  made  extremely  slow  economic  and  industrial  progress  since  its 
establishment  as  a  separate  political  unit,  and  it  is  still  largely  dependent 
upon  food  supplies  and  manufacturing  materials  drawn  from  other 
parts  of  the  world — so  much  so  that  much  suffering  has  been  reported, 
especially  at  its  great  centres  during  and  down  to  1921. 

The  debt  of  Austria  is  extremely  heavy,  equivalent  to  about  $17,000,- 
000,000  stated  at  the  face  (pre-war)  value  of  its  currency,  the  krone 
(pre-war  face  value  of  the  krone  20.3c).  Its  greatly  depreciated  cur- 
rency chiefly  supplied  by  the  Austro-Hungarian  Bank,  is  stated  on 
January  23,  1921,  at  32,800,000,000  kronen,  equivalent  at  its  face  value 
to  $6,658,000,000,  but  its  purchasing  power  very  low,  owing  to  the  fact 
that  it  has  but  an  extremely  small  gold  backing.  Notwithstanding  its 
interior  situation,  Austrian  commerce  with  the  outside  world  has  begun, 
the  value  of  merchandise  sent  from  Austria  direct  to  the  United  States 
in  the  calendar  year  1920  having  approximated  $2,000,000,  and  the  im- 
ports from  the  United  States,  chiefly  foodstuffs,  about  $20,000,000  as 
measured  in  United  States  currency. 
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Statements  published  in  the  Frankfurter  Zeitung  in  February,  1921, 
indicated  that  the  Austrian  Landerbank  had  been  taken  over  by  a  group 
of  French  banks,  and  that  its  financial  condition  materially  strengthened. 

The  people  are  chiefly  of  Germanic  stock;  educational  facilities  were 
normally  excellent  and  attendance  at  the  elementary  schools  compulsory, 
though  present  conditions  have  seriously  minimized  the  facilities  of  the 
educational  institutions. 

The  Austrian  Republic  was  admitted  to  the  League  of  Nations  at 
its  session  at  Geneva  in  December,  1920. 

Dispatches  from  Vienna  early  in  1921  announced  that  "the  Austrian 
government  has  informed  the  Entente  that  it  is  at  the  end  of  its  re- 
sources and  no  longer  in  position  to  continue,"  and  declared  its  intention 
to  retire  January  15th  and  place  the  administration  in  the  hands  of  the 
Reparations  Commission.  Reports  from  London  under  date  of  March 
25,  192 1,  indicated  that  the  Allied  Supreme  Council  was  considering 
the  situation,  which  was  admittedly  grave  and  that  a  commission  would 
be  appointed  to  co-operate  in  the  direction  of  the  government,  with  a 
view  to  reduction  of  expenses  and  improvement  of  economic  conditions; 
also  that  the  Supreme  Council  will  forego  reparation  payments  from 
Austria  in  order  to  minimize  her  financial  difficulties. 
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BULGARIA,  which  co- 
operated with  the  Cen- 
tral Powers  during  the  war, 
lost  a  considerable  amount  of 
territory  as  a  result.  By  the 
treaty  of  Neuilly,  signed 
November  27,  1919,  Bulgaria 
cedes  Thrace  to  Greece,  thus 
giving  the  latter  country  a 
continuous  stretch  of  territory 
around  the  head  of  the  Aegean.  Bulgaria  also  loses  a  small  stretch  of 
territory  on  the  northeast  to  Serbia.  This  cession  of  territory  to  Greece 
deprives  Bulgaria  of  its  frontage  on  the  Aegean  Sea,  though  it  still 
retains  a  frontage  on  the  Black  Sea. 
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The  present  area  of  Bulgaria  is  about  40,000  square  miles,  or  approxi- 
mately equal  to  the  state  of  Kentucky.  The  Bulgarians,  while  of 
Finno-Ugrian  origin,  entered  the  area  now  known  as  Bulgaria  from 
the  Steppes  of  southeastern  Russia  as  far  back  as  the  sixth  century,  and 
in  their  long  relations  with  the  Slavic  stock  of  that  area  have  become, 
according  to  Dr.  Grosvenor,  "rightly  reckoned  a  Slavic  people," 
although  of  Finno-Ugrian  origin. 

The  total  population  of  the  reduced  area  of  Bulgaria  is  probably 
about  4,500,000,  of  which  approximately  80%  are  Bulgarians;  the 
national  faith  is  that  of  the  Greek  church ;  education  is  free  and  nomi- 
nally obligatory,  but  the  census  of  19 10  showed  that  out  of  the  popula- 
tion over  seven  years  of  age,  only  42%  were  able  to  read  and  write. 
The  government  is  a  constitutional  monarchy;  the  reigning  king  (czar), 
Boris  III,  is  a  son  of  Ferdinand  of  Saxe-Coburg,  who  abdicated  the 
Bulgarian  throne  in  1919.  The  capital  is  Sofia,  in  the  western  end  of 
the  state,  and  linked  by  rail  with  the  railway  system  of  southwest 
Europe.   The  city  has  a  population  of  about  125,000. 

The  loss  of  the  Aegean  ports  did  not  seriously  affect  Bulgaria's 
commercial  opportunities,  as  the  chief  agricultural  area  lying  at  the 
north  of  the  Balkans  has  the  opportunity  of  reaching  the  Black  Sea  by 
way  of  the  Danube,  which  forms  the  northern  boundary  of  the  country, 
while  the  railway  line  from  Sofia  eastward  touches  tidewater  at  Con- 
stantinople. Even  before  the  loss  of  its  Aegean  frontage,  a  large  part 
of  the  foreign  commerce  of  Bulgaria  passed  through  the  Black  Sea 
ports  of  Varna  and  Bourgas. 

The  total  commerce  of  Bulgaria,  prior  to  the  war,  was  about  $75,- 
000,000  per  annum,  of  which  $45,000,000  was  imports  and  $30,000,000 
exports.  Business  conditions  have  been  materially  affected  by  the  war, 
especially  as  to  currency,  and  there  is  bitter  complaint  of  the  loss  of 
valuable  area.  The  chief  industry,  agriculture,  is,  however,  rapidly 
regaining  its  prosperity,  and  the  Bulgarian  Minister  of  Finance,  before 
submitting  the  annual  budget  to  the  National  Assembly  in  1920,  stated 
that  the  1920  harvest  had  been  the  best  for  many  years  and  that  the 
country  would  be  able  to  supply  its  own  requirements  and  export  over 
1,000,000  tons  of  cereals,  chiefly  wheat  and  corn. 

Exports  in  the  first  quarter  of  1920,  he  stated,  would  be  940,000,000 
levas  and  the  imports  in  the  same  period  1,721,000,000  levas  (the 
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normal  or  face  value  of  the  leva  is  19.2c,  equal  to  that  of  the  franc, 
but,  like  that  of  most  of  the  European  countries,  is  at  present  greatly 
depreciated). 

Outstanding  notes  of  the  National  Bank  of  Bulgaria,  on  December 
1,  1920,  amounted  to  3,391,000,000  levas,  with  a  gold  reserve  of  37,000- 
000  levas.  The  national  debt  is  stated  by  the  Journal  Economique  Euro- 
peen  of  November  6,  1920,  as  aggregating  about  4,500,000,000  levas, 
exclusive  of  the  indemnity  of  2,200,000,000  gold  levas,  which,  it  adds,  "is 
an  enormous  debt  for  a  country  of  four  and  one-half  million  inhabitants." 
An  official  statement,  prepared  in  1920  and  distributed  by  the  govern- 
ment, states  that  new  deposits  of  lignite  and  oil  have  been  recently 
discovered  and  that  other  minerals  of  importance  are  awaiting  capital 
for  development.  Bulgaria  was  admitted  to  the  League  of  Nations  at 
its  session  held  at  Geneva  in  December,  1920. 

The  commerce  of  the  United  States  with  Bulgaria  has  already  re- 
sumed, the  imports  from  that  country  in  the  calendar  year  1920  amount- 
ing to  $5,899,000  and  the  exports  to  Bulgaria  $1,785,000,  this  total 
for  1920  being  far  larger  than  that  in  any  year  prior  to  the  war,  despite 
the  fact  that  Bulgaria  has  recently  been  deprived  of  her  Aegean  ports 
and  her  area  and  population  materially  minimized  by  the  terms  of  the 
Peace  Treaty.  Our  imports  from  Bulgaria  prior  to  the  war  never 
reached  as  much  as  $1,000,000,  while  our  exports  to  Bulgaria  seldom 
reached  half  a  million  dollars  in  any  full  year  prior  to  the  war.  The 
Bulgarian  government  is  anticipating  a  recovery  of  a  part  of  the  Thracian 
area  through  a  modification  of  the  Treaty,  but  no  denfiite  results  are 
yet  announced. 


E  Republic  of  Czecho-Slovakia,  which  established  itself  as  an 


A  independent  government  on  October  28,  19 18,  from  area  formerly 
a  part  of  the  Austro-Hungarian  monarchy,  comprises  Bohemia,  Moravia 
and  Southern  Silesia,  and  a  part  of  the  Teschen  district,  formerly  under 
Austrian  domination,  also  that  portion  of  the  Hungarian  province  of 
Slovakia  in  which  the  population  was  distinctly  Slovak.  The  Teschen 
district,  as  explained  elsewhere,  was  divided  in  1920  between  Czecho- 
slovakia and  Poland.  Czecho-Slovakia  is  thus  bounded  on  the  north 
by  Germany  and  Poland,  on  the  south  by  Austria,  Hungary  and 
Rumania,  on  the  west  by  Germany,  and  on  the  east  by  Rumania. 


CZECHO-SLOVAKIA 
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The  area  is  estimated  at  approximately  56,000  square  miles,  or  about 
equal  to  the  state  of  Illinois.  The  population  is  estimated  at  about 
13,000,000;  the  religion  of  a  large  part  of  the  people  is  Roman  Catholic. 
Of  this  population  of  13,000,000,  about  7,000,000  are  Czechs  and  about 
3,000,000  Slovaks,  both  of  these  groups,  however,  being  of  Slavic  stock, 
the  Slovaks  speaking  a  dialect  of  the  Czech  language. 

Prague,  the  capital  of  the  republic,  has  a  population  of  about  600,000. 
The  First  National  Assembly  of  the  new  state  met  in  Prague  in  Novem- 
ber, 19 1 8,  and  elected  as  President,  Prof.  T.  G.  Masaryk.  The  con- 
stitution of  the  republic  was  adopted  in  February,  1920.  The  legislative 
body  consists  of  a  Chamber  of  Deputies  of  300  members,  and  a  Senate 
of  150  members. 

The  Czecho-Slovakian  territory  is  authoritatively  described  as  "one 
of  the  richest  in  Europe,  both  as  regards  natural  resources  and  industrial 
development."  The  pre-war  annual  value  of  the  agricultural  harvest 
of  the  area  was  about  1,250,000,000  kronen  (value  of  the  krone  20.2c, 
United  States  currency).  The  products  include  cereals,  especially 
wheat,  rye  and  corn.  The  sugar  beet,  which  is  extensively  cultivated, 
has  the  high  record  content  of  17.2%  and  supplies  large  quantities  of 
sugar  for  exportation.  The  estimated  production  of  beet  sugar  in 
Czecho-Slovakia  in  the  sugar  year  1920  was  476,000  tons,  and  is  esti- 
mated for  the  sugar  year  1920-21  at  650,000  long  tons,  a  quantity 
which  will  supply  the  requirements  of  the  population  and  a  considerable 
surplus  for  exportation. 

Commerce  with  foreign  countries  has  already  developed  despite  the 
fact  that  the  country  has  no  ocean  frontage,  a  part  of  the  merchandise 
for  exportation  passing  by  way  of  the  Elbe  and  the  Danube,  and  a 
part  by  rail  across  adjacent  countries  to  the  Baltic  and  Adriatic  ports. 
The  most  important  mineral  products  are  coal  and  iron,  of  which  the 
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country  has  an  ample  supply  for  its  own  requirements  and  also  consider- 
able quantities  for  exportation.  The  manufactures  include  iron  and 
steel  products,  furniture  and  other  material  from  the  native  woods, 
paper,  glass  and  textiles,  for  which,  however,  the  country  is  chiefly 
dependent  on  other  parts  of  the  world.  The  railways  total  about  9,000 
miles,  most  of  which  are  owned  by  the  state.  Recent  conferences  with 
the  adjacent  states  look  to  a  close  co-operation  in  operation  of  the  railway 
systems  of  the  respective  states. 

There  are  about  40  banks  in  the  republic,  with  a  nominal  capital  of 
approximately  600,000,000  kronen.  The  National  Bank  of  the  Republic 
on  February  28,  1921,  showed  "state  notes  in  circulation  10,914,000,000 
kronen."  The  debt  of  Czecho-Slovakia,  much  of  which  is  inherited 
from  Austria-Hungary,  is  very  heavy.  A  memorandum  submitted  to 
the  Brussels  Financial  Conference  of  the  League  of  Nations  in  October, 
1920,  stated  the  total  debt  of  the  republic,  including  that  inherited  from 
Austria-Hungary  at  35,000,000,000  Czecho-Slovakian  kronen,  equal  at 
their  face  value  to  about  $7,000,000,000. 

The  foreign  commerce  of  Czecho-Slovakia  has  already  assumed  con- 
siderable proportions,  despite  its  interior  position,  the  statement  sub- 
mitted to  the  Brussels  Conference  in  October  showing  6,500,000,000 
kronen  of  imports  and  5,200,000,000  of  exports  for  the  year  19 19, 
while  that  for  1920  seems  likely  to  be  much  larger  than  in  19 19.  The 
imports  into  the  United  States  from  Czecho-Slovakia  in  1920  were 
$10,159,000,  and  the  exports  thereto,  $7,078,000. 

DANZIG* 

THE  sharp  differences  in  views  as  to  the  nation  which  should  control 
the  port  of  Danzig,  formerly  the  chief  port  of  the  German 
province  of  West  Prussia,  but  also  the  chief  outlet  to  tidewater  for 
all  of  the  new  Poland,  led  the  Allies  to  establish  Danzig  and  the  imme- 
diately adjacent  territory  as  a  "Free  City,"  to  be  placed  under  the 
protection  of  the  League  of  Nations,  which  appointed  a  high  commis- 
sioner to  administer  its  affairs,  this  action  forming  a  part  of  the  Treaty 
of  Versailles. 

The  Treaty  further  provides  that  a  constitution  shall  be  drawn  up 
and  become  operative  under  the  guarantee  of  the  League  of  Nations. 


*For  exact  location  see  map  of  Poland. 
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This  constitution  provides  a  legislative  body  of  90  members;  suffrage 
is  granted  to  all  men  and  women  who  have  attained  20  years  of  age 
and  been  domiciled  within  Danzig  territory  since  January  1,  19 19; 
the  regulations  between  the  Free  City  of  Danzig  and  the  Polish  Republic 
are  to  be  regulated  by  a  treaty  which,  according  to  present  plans,  will 
permit  the  passage  of  merchandise  between  Poland  and  the  Free  City 
of  Danzig  without  tariff  or  other  restrictions,  thus  giving  to  Poland 
free  access  to  the  Baltic  through  this  one  of  the  most  important  ports 
of  northern  Europe. 

Of  especial  importance  to  Poland  is  this  port,  lying  as  it  does  at  the 
mouth  of  the  Vistula,  a  navigable  river  of  Poland  and  also  the  centre 
of  an  important  railway  system.  The  Polish  government  has  expressed 
a  desire  that  it  be  given  a  separate  area  within  the  Port  of  Danzig 
upon  which  it  can  expend  a  large  sum  of  money  for  the  establishment 
of  docks,  warehouses  and  other  facilities  for  its  commerce,  but  no  action 
has  been  taken  upon  this  request.  Danzig's  area  is  about  580  square 
miles,  and  the  estimated  population  about  200,000.  The  free  port  is 
well  conducted  on  modern  lines,  and  there  is  room  for  7  or  8  large 
ships  on  both  sides.  On  the  Kaiserhafen,  situated  further  up  the  Vis- 
tula, are  warehouses  belonging  to  the  State,  and  also  to  private  firms. 
It  is  not  easy  to  effect  shipments,  since  overtime  work  is  unpopular, 
and  the  ordinary  rate  of  work  is  somewhat  slow.  Transport  of  goods 
to  and  from  Poland  usually  proceeds  by  way  of  the  Vistula,  but  since 
the  river  has  been  neither  regulated  nor  dredged  for  a  long  time,  con- 
ditions are  very  unsatisfactory.  United  States  vessels  ranked  second  in 
the  entrances  of  the  port  in  1920,  totaling  233,000  tons  against  256,000 
British  and  204,000  German. 

ESTHONIA 

THE  Republic  of  Esthonia,  com- 
prising the  former  Russian  gov- 
ernments of  Livland  and  Pskoff,  is 
the  most  northerly  of  the  group  of 
newly  formed  republics  occupying  the 
eastern  frontage  of  the  Baltic,  which 
group  includes  Esthonia,  Latvia  and 
Lithuania.  Esthonia's  tidewater  front- 
age includes  the  Baltic  on  the  west  and  the  Gulf  of  Finland  on  the  north, 
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and  its  chief  port,  Reval,  lies  about  50  miles  due  south  of  Finland's  port 
of  Helsingfors  on  the  northern  shore  of  the  Gulf  of  Finland.  Reval  is 
connected  by  direct  rail  line  with  Petrograd,  about  200  miles  distant, 
the  rail  distance  from  Reval  to  the  Russian  border  being  about  100  miles. 

Esthonia  declared  itself  independent  of  Russia  on  February  29,  19 18, 
following  the  establishment  of  the  Bolshevist  government,  and  was 
promptly  recognized  by  several  of  the  European  governments,  including 
Great  Britain,  France,  Italy,  Sweden,  Poland,  and  also  Japan.  Its 
area  is  estimated  at  approximately  23,000  square  miles,  or  about  equal 
to  the  state  of  West  Virginia. 

The  people  are  chiefly  Esthonians,  who  are  described  by  Prof.  Gros- 
venor,  a  high  authority  on  the  races  of  Europe,  as  "Finno-Ugrian  people 
who  outnumber  the  Germans  in  the  old  province  of  Esthonia  29  to  1," 
and  are  descended  from  a  race  of  people  who  1,500  years  ago  occupied 
the  eastern  end  of  the  great  Russian  plain,  but  were  driven  westward 
when  the  Slavonic  tribes  advancing  from  the  south  split  them,  pressing 
a  part  toward  the  east,  but  the  great  majority  toward  the  northwest, 
and  extending  to  the  Gulf  of  Bothnia.  The  Esthonians,  he  adds,  have 
in  all  this  time  clung  devotedly  to  their  national  language.  Esthonia's 
present  population  is  set  down  at  about  1,750,000,  of  which  about  95% 
is  Esthonian  and  2%  Germans,  who  were,  however,  large  owners  of 
the  land. 

Esthonia's  boundaries  are  the  Baltic  on  the  west,  the  Gulf  of  Finland 
on  the  north,  Soviet  Russia  on  the  east,  and  Latvia  on  the  south.  Reval, 
the  capital,  has  a  population  of  160,000,  and  as  it  is  the  terminus 
of  the  principal  railway  line  from  Petrograd  to  tidewater,  has  been 
looked  upon  as  an  important  gateway  for  Russian  commerce  since  the 
establishment  of  the  Peace  Treaty  between  Esthonia  and  Soviet  Russia, 
signed  in  December,  19 19,  though  it  now  turns  out  that  the  Baltic 
ports  of  Latvia,  lying  further  south,  also  serve  a  similar  purpose.  The 
population  of  Esthonia  has  materially  increased  since  its  establishment 
as  a  republic,  as  the  people  of  Soviet  Russia  apparently  prefer  the  repub- 
lican rule  of  Esthonia.  Applications  for  permission  to  enter  Esthonia 
from  Russia  have  been  far  in  excess  of  the  number  of  permits  granted. 

Agriculture  is  the  chief  occupation  of  the  people,  the  ground  being 
equally  divided  between  the  cultivation  of  cereals  and  its  use  for  live 
stock.    About  20%  of  the  area  is  forest.   A  large  part  of  the  area  was 
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formerly  held  by  Germans,  but  under  the  agrarian  reform  law,  passed 
by  the  legislature,  the  large  estates  were  confiscated  and  are  now  being 
divided  into  small  areas  as  homes  for  the  people. 

The  chief  exports  of  Esthonia  are,  thus  far,  flax,  timber,  cellulose 
and  meats;  the  chief  imports  are  manufactures,  while  a  large  proportion 
of  the  merchandise  entering  its  ports  is  "transit  trade"  for  adjacent 
territory,  especially  Soviet  Russia. 

The  currency  of  Esthonia  is  the  Esthonian  mark,  nominally  equal  to 
the  Finnish  mark,  of  which  the  face  value  is  equal  to  that  of  the  franc. 
The  December,  1920,  reports  of  the  Bank  of  Esthonia  show  deposits  of 
425,000,000  Esthonian  marks,  and  the  loans  and  discounts,  370,000,000 
marks. 

FINLAND 


BARENTS  5E.A 
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THE  Republic  of  Fin- 
land, which  declared 
its  independence  in  De- 
cember, 19 1 7,  after  the 
downfall  of  the  Russian 
Empire,  was  promptly 
recognized  by  most  of  the 
countries  of  Europe,  and 
also  by  the  United  States 
and  Argentina.  Its  gen- 
eral position  at  the  north- 
ern end  of  the  Baltic,  with 
the  Gulf  of  Finland  as  its 
southern  frontage,  the 
Gulf  of  Bothnia  on  the 
west,  Lake  Ladoga  and 
Russian  territory  on  the 
east,  and  Sweden  as  its 
northwest  boundary,  are 
well  known  to  all  observ- 
ers of  European  geogra- 
phy, for  it  had  held  an  in- 
dividual rank  as  a  semi- 
autonomous  government — 
a  Russian  Grand-Duchy — 
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for  many  years  prior  to  the  downfall  of  the  czarist  government,  with  a 
legislative  body  and  a  reigning  grand  duke. 

The  area  of  Finland  was  given  by  the  Russian  official  statistics  at 
125,689  square  miles,  or  about  equal  to  our  state  of  New  Mexico,  and 
the  population,  3,140,000. 

Following  the  establishment  of  Finland  as  an  independent  republic, 
a  considerable  time  elapsed  in  which  the  Soviet  government  refused  to 
recognize  its  independence,  but  in  negotiations  held  at  Dorpat,  Esthonia, 
in  October,  1920,  the  Soviet  government  formally  agreed  to  recognize 
the  Republic  of  Finland,  including  most  of  Finland's  claim  to  an  exten- 
sion of  area.  The  question  of  the  control  of  the  Aland  islands,  which 
are  claimed  by  both  Finland  and  Sweden,  has  been  referred  by  the 
League  of  Nations  to  a  special  committee  for  study  and  report  to 
the  latter.  A  treaty  between  Finland  and  Soviet  Russia  in  the  early 
part  of  1 92 1  gave  to  Finland  the  Pechenga  area  at  the  extreme  north- 
east, thus  giving  her  access  to  Arctic  waters  at  a  point  said  to  be  open 
to  navigation  at  all  seasons  of  the  year. 

The  financial  condition  of  the  republic  of  Finland  was  rendered 
somewhat  difficult  by  her  necessary  maintenance  of  a  considerable  mili- 
tary force,  prior  to  the  recent  treaty  with  Soviet  Russia,  and  her  paper 
currency  increased  from  a  face  value  equivalent  to  $24,000,000  at  the 
beginning  of  the  war  to  $213,000,000  at  its  close,  and  $282,000,000 
March  1st,  1921,  with  a  gold  reserve  amounting  to  about  3%,  though 
this  increase  was  far  less,  proportionately,  than  that  of  certain  other 
of  the  new  political  organizations  in  interior  Europe,  while  the  increase 
in  her  debt  was  also  small  when  compared  with  that  of  many  of  the 
other  European  countries.  The  Bank  of  Finland,  in  its  reports  of 
February  28,  1921,  showed  notes  in  circulation,  1,464,000,000 
Finmarks,  against  124,000,000  in  19 14,  and  the  gold  reserve,  42,600,000 
Finmarks,  against  35,000,000  in  19 14  (the  face  value  of  the  Finmark 
is  equal  to  that  of  the  franc).  The  national  debt  at  latest  reports  is 
$360,000,000,  exclusive  of  any  part  of  the  pre-war  debt  of  Russia. 

In  commerce  and  general  industrial  conditions,  Finland  has  escaped 
many  of  the  difficulties  of  the  other  new  states  of  Europe.  Her  railway 
system  of  about  2,500  miles,  which  was  created  especially  for  the  com- 
mercial development  of  her  own  area,  has  been  undisturbed  by  the  war, 
while  the  railways  of  many  others  of  the  new  political  divisions  of 
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Europe  were  merely  a  part  of  great  railway  systems  especially  for  the 
empires  of  which  they  respectively  formed  parts.  As  a  consequence,  the 
railroad  system  of  Finland  is  more  distinctly  fitted  to  the  requirements 
of  the  new  republic  than  in  many  of  the  other  new  republics  of  interior 
Europe.  The  principal  products  of  Finland  are  agricultural  and  forestal, 
though  she  also  had  in  191 6  about  4,500  manufacturing  establishments 
employing  about  100,000  workers.  Imports  of  the  United  States  from 
Finland  in  1920  amounted  to  $5,190,000,  and  exports  to  Finland 
$21,813,000.  The  official  trade  returns  of  Finland  show  imports  in 
1920,  3,620,000  Finmarks,  and  of  exports  2,907,000  Finmarks. 

A  careful  and  much  more  extensive  review  of  Finland's  financial, 
economic,  industrial  and  social  problems  will  be  found  in  "The  De- 
velopment of  Scandinavian-American  Trade  Relations,"  by  Mr.  F.  C. 
Schwedtman,  which  is  to  be  issued  by  The  National  City  Bank  of  New 
York  about  June  15,  1921. 


'HE  Fiume  area,  which  has  been  under  dispute  most  of  the  time 


-■-  since  the  close  of  the  war,  is  an  extremely  small  one  and  its 
importance  lies  in  the  relation  of  the  port  and  connecting  railway  lines 
to  the  newly  created  political  division  of  Jugo-Slavia  on  the  east  and 
also  to  Italy,  which,  as  a  result  of  the  war,  now  includes  a  part  of  the 
eastern  frontage  of  the  Adriatic. 

Fiume,  which  lies  at  the  head  of  the  Bay  of  Quarnero  on  the  eastern 
frontage  of  the  Adriatic  nearly  opposite  the  Italian  port  of  Venice,  was, 
prior  to  the  war,  the  chief  Adriatic  port  of  Hungary,  and  was  by  the 
Peace  Treaty  made  a  part  of  the  new  state  of  Jugo-Slavia,  of  which  it 
was  expected  to  become  the  chief  Adriatic  port.  It  was,  however, 
claimed  by  Italy  on  the  ground  that  a  majority  of  its  inhabitants  were 
Italian,  and  it  is  also  asserted  that  this  claim  on  her  part  was  further 
based  upon  a  secret  agreement  made  in  London  in  19 15  between  the 
entente  powers  and  Italy,  by  which  certain  territorial  concessions  on 
the  eastern  shore  of  the  Adriatic  were  to  be  made  to  Italy  in  considera- 
tion of  her  entrance  into  the  war. 

The  port  of  Fiume  was,  however,  claimed  by  the  representatives  of 
Jugo-Slavia  as  important  for  their  commercial  service  and  as  also 
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*For  exact  location,  see  map  of  Jugo-Slavia. 

[25] 


TRADING  WITH   THE   NEW  COUNTRIES  OF  CENTRAL  EUROPE 


properly  belonging  to  them  from  ethnic  considerations.  As  a  com- 
promise of  these  conflicting  claims  by  Italy  and  Jugo-Slavia,  an  attempt 
was  made  to  establish  Fiume  as  an  independent  "buffer"  state  which 
might  thus  become  available  to  both  Jugo-Slavia  and  Italy  in  its  capacity 
as  a  port  and  the  head  of  the  railway  system  extending  into  Jugo-Slavia, 
Hungary  and  Austria. 

While  this  proposed  settlement  of  the  question  was  still  pending, 
Gabriele  D'Annunzio,  the  Italian  poet-soldier,  with  a  small  force  of 
followers,  took  possession  of  Fiume  and  held  possession,  despite  the  pro- 
test of  the  Italian  government  and  the  allied  premiers  as  representing  the 
League  of  Nations.  In  November,  1920,  however,  a  conference  of 
Italian  and  Jugo-Slavic  representatives  was  held  at  Rapallo,  Italy,  and 
an  agreement  made  that  Fiume  should  become  an  independent  state  with 
territorial  contiguity  to  Italy.  A  commission  was  created  to  adjust 
the  traffic  of  the  port  with  due  regard  to  the  commercial  needs  of 
Jugo-Slavia,  which  was  to  have  also  the  privilege  of  connecting  her 
town  of  Sushak  (a  suburb  of  the  city  of  Fiume)  with  the  port  of  Fiume. 

This  agreement,  subsequently  known  as  "The  Rapallo  Treaty,"  was, 
however,  defied  by  D'Annunzio,  who  refused  to  recognize  the  right  of 
the  conference  to  determine  the  matter.  The  Italian  government  on 
December  31,  1920,  by  military  force  took  possession  of  Fiume,  com- 
pelling D'Annunzio  to  withdraw  his  forces,  and  announced  that  it 
would  turn  the  city  over  to  a  commission,  to  be  governed  as  an  inde- 
pendent state  in  accordance  with  the  terms  of  the  Rapallo  Treaty. 

Fiume  is  the  most  important  port  of  the  eastern  Adriatic  frontage, 
especially  to  Jugo-Slavia,  and  incidentally  in  its  relation  as  a  port  through 
which  Hungarian  and  Austrian  traffic  may  reach  tidewater.  It  was, 
in  pre-war  days,  the  chief  port  of  Hungary,  while  Trieste,  at  the  head 
of  the  Adriatic,  rendered  a  similar  service  for  the  commerce  of  Austria, 
though  the  activities  at  Trieste  have  been  greatly  minimized  since  its 
transfer  to  Italy  at  the  close  of  the  war.  Its  opening  as  a  free  port, 
while  a  disappointment  to  the  Jugo-Slav  government  which  had  insisted 
that  it  should  be  a  part  of  that  newly  established  country,  will  at  least 
prove  favorable  to  its  commerce  and  industries  in  the  assurance  which 
it  gives  them  of  an  open  door  to  Adriatic  waters  by  the  most  direct  and 
available  railway  lines  of  that  section  of  the  country. 
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THE  German  Republic  (Die  Deutsche  Republik)  now  occupies 
about  four-fifths  of  the  area  of  the  former  German  Empire  and 
has  about  five-sixths  of  its  pre-war  population.  The  principal  losses 
of  territory  were  Alsace-Lorraine  to  France,  about  5, 600  square  miles; 
the  area  in  West  Prussia  and  Eastern  Silesia  ceded  to  Poland,  about 
18,000  square  miles;  a  small  section  of  Upper  Silesia  to  Czecho-Slovakia ; 
the  tiny  area  of  Eupen  and  Malmedy  to  Belgium;  the  ports  of  Danzig 
and  Memel  to  the  Allies.  In  addition  to  this,  certain  other  areas  with 
an  aggregate  of  about  11,000  square  miles  and  a  population  of  about 
3,000,000  were  given  the  privilege  of  determining  by  plebiscite  at 
some  future  time  as  to  whether  they  will  or  will  not  remain  German 
territory.  The  plebiscite  in  Northern  Schleswig  has  been  already  taken 
and  the  territory  in  question  transferred  to  Denmark.  The  plebiscite  in 
Upper  Silesia  occurred  in  March,  1921,  with  a  majority  of  the  total 
vote  favoring  a  return  to  Germany,  but  was  followed  by  a  claim  by 
Poland  that  the  final  allotment  of  area  should  be  determined  by  the  local 
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vote  cast  in  the  various  districts,  and  the  final  allotment  of  area  as  a 
result  of  the  plebiscite  has  thus  been  delayed.  The  Saar  Valley  plebis- 
cite is  to  occur  fifteen  years  from  the  date  of  the  Treaty. 

Germany's  present  area  is  estimated  at  172,000  square  miles  against 
212,000  in  19 1 3,  and  the  population  55,000,000  against  67,000,000  in 
19 1 3.  The  present  area  of  the  German  Republic  is  thus  a  little  greater 
than  that  of  the  state  of  California  (158,300),  and  the  population  a 
little  more  than  half  that  of  the  United  States. 

While  the  losses  in  territory  are  about  15%  and  that  of  population 
18%,  the  loss  in  industrial,  producing  and  economic  power  is  said  to  be 
even  greater.  J.  Ellis  Barker,  the  well-known  British  publicist,  author 
of  "Modern  Germany,"  "Economic  Statesmanship,"  etc.,  in  a  recent 
discussion  of  conditions  in  Germany  (published  in  the  December,  1920, 
issue  of  Current  History)  says  that  the  war  struck  a  serious  blow  at 
German  agriculture,  manufacturing  and  commerce.  While  the 
loss  of  territory  is  about  15%,  the  loss  of  food-supplying  power  is  much 
greater.  He  estimates  the  loss  in  producing  power  of  rye,  barley  and 
potatoes  at  considerably  more  than  20%;  that  of  sugar,  over  18%; 
wheat,  nearly  18% ;  and  in  the  area  producing  supplies  for  food  animals 
the  reduction  ranges  from  13  to  18%. 

"It  is  clear,"  Mr.  Barker  says,  "that  Germany's  agricultural  position 
is  greatly  deteriorated.  The  losses  in  iron  and  steel  are  even  greater 
than  those  in  agriculture,  since  fully  80%  of  Germany's  iron  ore  was 
in  Lorraine,  now  ceded  to  France,  while  the  remaining  20%  is  of  low 
quality  and  distributed  over  many  small  fields.  The  coal  situation  is 
also  far  below  that  existing  prior  to  the  war,  when  Germany  had  over 
half  the  coal  of  all  Europe  and  double  that  of  the  United  Kingdom. 
Germany  had  three  large  coal  fields,  and  two  of  these,  the  Saar  and 
the  Upper  Silesian,  may  be  lost  to  her,  since  the  plebiscite  in  Silesia  may 
attach  the  coal  field  to  Poland,  while  the  Saar  Valley  is  to  remain  in 
control  of  France  for  fifteen  years  from  the  date  of  the  Treaty,  and  its 
future  political  connection  be  then  determined  by  plebiscite." 

This  indicates  a  prospective  loss  of  nearly  half  of  Germany's  coal 
supply,  though  the  quantity  of  lignite  which  she  still  possesses  is  very 
great  and  can  be  utilized  if  necessary.  The  losses  in  manufacturing 
power  are  thus  also  very  considerable,  as  the  manufacturing  industries 
had  quite  naturally  established  themselves  in  the  vicinity  of  the  coal 
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supply.  In  the  matter  of  foreign  commerce,  the  losses  are,  temporarily 
at  least,  equally  heavy,  both  by  reason  of  the  fall  in  producing  power 
and  loss  of  her  commercial  fleet,  formerly  the  second  largest  of  the  world, 
to  say  nothing  of  the  fact  that  German  investments  abroad  in  banks, 
business^ enterprises  and  loans  have  been  greatly  minimized,  those  in  the 
allied  countries  having  been  liquidated,  while  the  bulk  of  the  German 
money  placed  in  Russia,  Austria-Hungary,  Turkey,  etc.,  has  disappeared. 

Germany's  rivers,  important  arteries  of  traffic,  which  had  been  re- 
served for  the  German  trade  are  now  thrown  open  to  all  nations.  In 
addition  to  these  losses,  Mr.  Barker  adds,  is  the  fact  that  under  the 
new  government  many  of  the  great  industries  have  been  "nationalized" 
and  their  former  efficiency  reduced.  "The  great  government  under- 
takings, which  formerly  brought  in  a  substantial  profit,  are  now  being 
run  at  a  gigantic  and  ever-increasing  loss."  The  railways  recently  taken 
over  from  the  states  will,  Mr.  Barker  says,  produce  a  deficit  of  at  least 
16,000,000,000  marks,  and  the  post  office  department  another  two  billion 
marks  in  the  fiscal  year  1 920-21,  although  the  charges  for  transportation 
and  postage  have  been  repeatedly  and  greatly  increased,  while  the 
nationalization  of  the  iron,  coal  and  other  industries  has  given  results 
far  from  satisfactory. 

Notwithstanding  these  adverse  conditions  in  agriculture,  mining  and 
manufacture,  and  the  losses  of  her  entire  commercial  fleet,  Germany  has 
resumed  foreign  trade  in  apparently  greater  quantity  than  would  seem 
possible  in  view  of  the  shortage  of  output  and  the  small  purchasing 
power  of  her  currency.  The  German  figures  show  a  total  trade  of 
approximately  ten  billion  marks  per  month  during  the  calendar  year 
1920,  but  the  mere  figures  are  extremely  misleading  owing  to  the  depre- 
ciated character  of  the  mark,  of  which  the  exchange  value  ranges  at 
about  1 cents,  U.  S.  currency,  against  a  face  value  of  23.8  cents  prior 
to  the  war ;  while  the  further  fact  that  all  merchandise  handled  in  inter- 
national trade  is  valued  in  the  world's  markets  at  a  much  higher  rate 
per  unit  of  quantity  than  prior  to  the  war,  renders  impossible  an  accurate 
estimate  of  the  quantity  of  her  goods  entering  or  leaving  the  country. 
It  is  a  fact,  however,  that  our  own  official  figures  show  exports  to 
Germany  in  the  calendar  year  1920  of  $311,437,000  and  the  imports 
from  Germany  about  $89,000,000. 

The  foreign  trade  of  Germany  in  1920  has  been  estimated  at  equiva- 
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lent  in  value  to  about  $1,500,000,000,  as  valued  in  U.  S.  currency, 
against  a  total  of  about  $5,000,000,000  in  19 13.  Great  difficulty  exists 
in  reaching  close  accuracy,  owing  to  the  low  and  constantly  changing 
exchange  rate  of  the  mark  in  which  all  her  trade  figures  are  stated,  and 
only  an  approximation  as  to  its  value  is  obtained  by  an  examination  of  the 
records  of  the  principal  countries  with  which  her  1920  trade  occurred. 
A  large  proportion  of  her  new  foreign  trade  occurs  with  the  countries 
with  which  she  was  at  war — France,  Great  Britain,  United  States,  and 
in  a  lesser  degree  Italy  and  Belgium.  Our  own  trade  with  Germany 
for  the  year  aggregated  400  million  dollars,  U.  S.  currency;  that  of 
Great  Britain  (as  shown  by  British  figures),  approximately  £70,000,- 
000;  that  of  France  (as  shown  by  her  own  figures),  about  2^4  billion 
francs,  and  that  of  Belgium,  about  a  half  billion  francs,  these  estimates 
being  based  upon  the  latest  trade  returns  of  the  countries  named.  In 
addition  to  this,  her  trade  with  the  adjacent  neutral  countries — Switzer- 
land, Netherlands  and  the  Scandinavian  states* — is  active,  and  there  is 
also  reason  to  believe  that  considerable  quantities  of  merchandise  are  be- 
ing interchanged  between  Germany  and  Soviet  Russia,  though  no  figures 
are  available  as  to  its  value. 

A  constant  excess  of  expenditures  over  receipts  since  the  organization 
of  the  government  in  November,  19 18,  has  added  greatly  to  the  debts 
and  paper  currency  which  existed  at  the  close  of  the  war.  The  debts 
of  the  German  government,  which  stood  at  a  little  more  than 
$1,000,000,000  at  the  beginning  of  the  war,  were  $40,000,000,000  at 
the  close  of  the  war  and  $65,000,000,000  in  December,  1920.  The 
paper  currency,  which  stated  at  the  par  value  of  the  mark  was  equivalent 
to  $692,000,000  at  the  beginning  of  the  war,  and  $4,127,000,000  at  its 
close,  had  advanced  to  $18,600,000,000  in  April,  1921  ;  while  the  ratio  of 
gold  to  notes  fell  from  43.2%  in  19 13  to  15%  at  the  end  of  the  war 
and  1.4%  in  March,  1921. 

The  financial  trend  of  the  year  1920  is  summarized  by  the  Berlin 
correspondent  of  the  London  Economist  as  follows: 

"The  State  finances  during  1920  went  from  bad  to  worse.  Detailed  fig- 
ures show  a  deficit  on  the  combined  ordinary  and  extraordinary  Budget 
of  52  milliard  marks.  Chief  ultimate  causes  were:  the  failure  to  get 
in  taxes,  the  subsidizing  of  the  State  services  in  order  to  alleviate  burdens 
on  the  population,  the  cost  of  the  occupying  armies,  and  the  heavy  claims 


[32] 


GERMAN  REPUBLIC 


for  compensation  of  citizens  for  war  losses  and  deliveries  in  kind.  The 
primary  cause,  and  at  the  same  time  effect,  was  the  currency  inflation, 
which  throughout  the  year  acted  as  a  vicious  circle,  increasing  rapidly 
the  cost  of,  and  the  deficits  in,  the  public  services.  These  were  met  only 
by  fresh  inflation,  which  aggravated  matters  afresh  as  in  1920  no  home 
loan  was  raised." 

The  same  authority,  further  discussing  the  subject  under  date  of 
March  7,  1921,  puts  the  deficit  for  the  fiscal  year  1920-21  at  46,800,- 
000,000  marks,  a  condition  which  accounts  in  large  degree  for  the  fact 
that  the  outstanding  note  circulation  of  the  Imperial  Bank  of  Germany 
stood  at  67,426,959,000  marks  on  February  28,  1921,  against  41,033,- 
760,000  on  the  corresponding  date  in  1920. 

The  situation  above  outlined  as  existing  down  to  the  beginning  of 
March,  1921,  was  intensified  by  the  results  of  the  Paris  and  London 
Conferences  which  demanded  that  Germany  should  pay  as  a  reparation 
fund  the  total  sum  of  226,000,000,000  gold  marks  (equivalent  to 
$53,788,000,000)  by  a  system  of  annual  payments  extending  over  a 
period  of  forty- two  years.  The  rejection  of  this  proposition  by  the 
German  delegation  at  the  London  Conference  was  followed  by  an  im- 
mediate occupation  by  the  Allied  forces  of  the  three  German  towns, 
Dusseldorf,  Duisburg,  and  Ruhrort,  lying  immediately  north  of  Cologne 
and  adjacent  to  the  territory  already  occupied  by  the  Allies,  and  this  was 
followed  by  further  refusals  by  the  German  Government  to  comply  with 
certain  minor  demands,  and  was  in  turn  followed  by  rioting  and  other 
forms  of  violence,  which  were,  however,  discountenanced  by  the  German 
Government  and  denounced  as  the  result  of  communistic  and  Bolshevistic 
activities  and  influences.  In  the  early  part  of  April,  1921,  the  British 
and  French  Governments  announced  that  they  would,  pending  the 
recognition  by  the  Germans  of  the  reparation  demand,  take  over  and 
transfer  to  the  reparation  fund  one-half  of  the  value  of  all  German 
merchandise  entering  their  respective  areas,  and  this  announcement  was 
followed  by  reports  from  German  trade  and  manufacturing  centers  that 
exports  from  Germany  to  those  countries  would  be  suspended. 

Professor  Gustav  Cassel,  the  well  known  Scandinavian  Economist, 
contributed  an  article  to  Svenska  Dagbladet  (September  8,  1920)  on 
the  economic  catastrophe  in  Germany,  which  says  in  part: 

"The  extraordinary  change  for  the  worse  which  the  whole  economic  life 
of  Germany  has  experienced  since  the  war  is  a  fact  of  the  utmost  imagin- 
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able  gravity,  not  only  for  the  German  nation,  but  for  all  those  countries 
which  have  maintained  close  economic  relations  wtih  Germany.  Matters 
have  gone  so  far  that  for  the  moment  Germany  is  insolvent  and  her  popula- 
tion is  no  longer  in  a  position  to  cover  the  expenses  of  an  existence  mini- 
mum.   The  situation  grows  worse  from  month  to  month. 

A  General  Report  on  the  Industrial  and  Economic  Situation  in 
Germany  in  December  of  1920  by  the  Commercial  Secretary  to  the 
British  Embassy,  Berlin,  says  that  apart  from  the  public  finances,  "of 
which  the  condition  is  desperate,"  there  are  evidences  of  improvement  in 
all  departments  of  public  and  private  life.  Since,  however,  no  country 
can  be  economically  healthy  unless  its  public  finance  is  sound,  it  is  neces- 
sary to  pay  attention  to  the  ever  accumulating  debt  and  the  incessant 
outflow  of  paper  money  which  make  the  German  Budget  resemble  the 
visions  of  an  economic  nightmare.  Although  practically  the  whole  as- 
sessment and  levy  of  taxation  have  been  transferred  from  the  States  to 
the  Reich,  and  a  great  volume  of  new  taxes  was  introduced  in  the  year 
1919-20,  the  revenue  is  far  from  meeting  the  expenditure.  The  net 
sum  of  Germany's  requirements  for  1920-21  was  114,200  million  marks 
against  an  estimated  revenue  from  taxation  of  42,940  million  marks. 
The  floating  and  funded  debt  in  October  last  was  288,000  million  marks, 
and  was  expected  to  reach  318,000  million  marks  by  the  end  of  the  year. 
Nothing  is  allowed  in  these  figures  for  reparation,  and  nothing  for 
compensation  to  be  paid  to  Germans  by  their  own  Government  for  the 
delivery  of  ships,  machinery,  horses,  etc.,  to  the  Allies.  The  Budget 
deficit,  after  meeting  current  obligations  under  the  Peace  Treaty,  pro- 
viding for  postal  and  railway  services,  and  meeting  the  expenditure  of 
the  Reich  and  the  States,  exceeds  70,000  million  marks  for  the  financial 
year.  It  is  not  yet  possible  to  say  what  the  yield  of  the  new  taxes  will 
be  when  they  become  fully  operative.  A  law  is  about  to  be  passed  which 
lays  down  that  one-third  of  the  levy  on  capital  must  be  paid  by  August 
1,  1 92 1,  though  the  original  provision  was  that  contributions  could  be 
spread  over  thirty  years,  and,  in  the  case  of  real  property,  fifty  years. 
The  powers  of  the  Minister  of  Finance  are  to  be  increased  so  that  he 
may  enforce  retrenchment  in  expenditure.  So  long  as  there  is  an  enor- 
mous deficiency  between  revenue  and  expenditure,  nothing  can  stop  the 
outflow  of  paper  money,  which  is  Germany's  chief  internal  weakness  at 
present.   "She  does  not,"  observes  the  author  of  the  report,  "seem  able  to 
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help  herself,  and  if  her  ultimate  financial  collapse  is  to  be  avoided,  the 
question  arises  in  what  manner  she  is  to  be  saved.  If  it  ever  existed, 
the  time  when  an  international  loan  or  other  forms  of  credit  would  have 
been  of  assistance  is  long  passed." 

GREECE 

THE  area  of  Greece  has  been  materially  increased  since  the  beginning 
of  the  war,  and  now  stands,  as  nearly  as  can  be  estimated,  at  about 
90,000  square  miles,  or  about  equal  to  the  state  of  Oregon,  with  a  total 
population  of  approximately  9,000,000.  Her  activities  in  the  Near  East 
in  the  closing  year  of  the  war,  under  the  19 17  Treaty  between  Great 
Britain  and  Greece,  resulted  in  her  taking  possession  of  a  part  of  the 
eastern  frontage  of  the  Aegean  immediately  opposite  Greece,  where 
a  large  Greek  population  existed,  the  area  in  question  including  the  port 
of  Smyrna,  which  is  described  as  the  most  important  port  of  Asia  Minor, 
and  with  it  a  considerable  part  of  the  hinterland,  a  part  of  the  Turkish 
province  of  Anatolia. 
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In  the  middle  of  1920,  the  terms  submitted  by  the  Allies  to  Turkey 
proposed  to  deprive  Turkey  of  central  and  eastern  Thrace,  which  formed 
a  considerable  part  of  Turkey's  European  area  and  extended  to  the 
Black  Sea  and  the  Sea  of  Marmora,  but  the  Turkish  government 
refused  this  demand.  The  government  of  Greece  was  commissioned  by 
the  Allies  to  take  possession  of  the  area  in  question  and  accomplished 
this  in  comparatively  little  time,  thus  extending  the  area  of  Greece 
from  its  former  territory  over  all  of  Thrace  to  the  Black  Sea  and  to 
within  a  very  short  distance  of  Constantinople  itself. 

Meantime,  the  area  controlled  by  Greece  in  Anatolia  had  been  en- 
larged, and  the  Dodecanese  Islands,  lying  between  southern  Greece  and 
the  coast  of  Asia  Minor,  were  also  ceded  to  Greece.  By  this  rapid 
movement  of  events  since  191 7,  Greece  has  materially  increased  both 
her  area  and  her  population.  The  population  which  she  gains  is  in 
Thrace  a  mixture  of  Greeks,  Turks  and  Bulgarians,  and  in  the  Asia 
Minor  area  a  mixture  of  Greeks,  Turks  and  Anatolians.  One  important 
economic  factor  in  these  1920  gains  by  Greece  lies  in  the  fact  that  all 
railway  lines  passing  through  central  and  western  Europe  to  Constan- 
tinople and  Asia  Minor  must  cross  Thracian  territory,  now  completely 
controlled  by  Greece,  while  the  city  of  Adrianople  in  Thrace,  an  im- 
portant railway  centre,  is  of  material  value  from  a  trade,  transportation 
and  financial  standpoint.  The  London  conference  of  the  Allies,  held  in 
March,  1921,  proposed  a  modification  of  the  Treaty  of  Sevres,  which 
limited  Greek  occupation  of  Smyrna,  and  this  proposition  which  was 
not  acceptable  to  Greece,  has  been  followed  by  further  activities  of 
Greek  forces  in  the  territory  north  and  east  of  Smyrna,  in  which  they 
extended  their  operations  into  a  part  of  the  area  formerly  occupied  by  the 
Turkish  Nationalist  forces  under  Mustapha  Kemal,  whose  capital  is 
Angora  in  the  Anatolian  province. 

The  commerce  and  commercial  power  of  Greece  has  been  materially 
augmented  by  the  events  above  noted,  giving  her,  as  it  does,  not 
only  a  greatly  enlarged  area  and  a  frontage  upon  the  Black  Sea,  but 
also  the  fact  above  noted,  that  all  railway  lines  connecting  Europe  with 
the  Far  East  must  now  cross  Grecian  territory,  and  the  further  fact 
that  her  control  over  the  most  important  port  of  Asia  Minor  and  the 
eastern  end  of  the  Mediterranean  has  been  greatly  strengthened.  Smyrna 
is  described  by  a  well-recognized  authority  as  having  a  pre-war  trade 
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amounting  to  about  $40,000,000  per  annum,  and  the  adjacent  hinter- 
land is  one  of  the  most  productive  and  prosperous  of  the  former  Turkish 
possessions  in  Asia  Minor. 

The  commerce  of  the  United  States  with  Greece  has  grown  rapidly 
since  the  war,  our  imports  from  that  country  in  1920  having  been 
$20,144,000  against  $3,250,000  in  19 13,  and  the  exports  to  Greece 
in  the  year,  $42,798,000  against  $1,100,000  in  the  full  calendar  year 
19 1 3.  This  trade  will  doubtless  be  materially  increased  by  the  events 
in  the  second  half  of  1920,  since  the  area  added  by  Greece  both  in 
European  Turkey  and  Asia  Minor  is  a  producer  of  Turkish  tobacco, 
of  which  our  imports  in  recent  years  have  been  extremely  large. 

Financially,  Greece  has  suffered  less  than  most  of  the  European 
countries.  While  her  debt  advanced  from  $206,000,000  at  the  begin- 
ning of  the  war  to  $470,000,000  at  the  end  of  1920,  the  increase  is 
much  less  both  in  total  and  in  percentage  than  that  of  many  of  the 
European  countries,  while  her  paper  currency,  which  increased  from 
$40,000,000  in  19 14  to  $289,000,000  in  January,  192 1,  has  had  during 
the  entire  period  the  unique  record  of  having  behind  it  an  approximate 
equivalent  of  "gold  reserve."  Her  stretch  of  territory  is  now  continuous 
from  old  Greece  to  the  Black  Sea  and  also  around  the  head  of  the  Aegean 
to  Smyrna,  except  for  the  narrow  belt  along  both  sides  of  the  Darda- 
nelles, which  under  the  new  treaty  with  Turkey  is  to  be  governed  by  an 
international  commission,  as  described  in  the  paragraph  of  this  discussion 
entitled  "Zone  of  the  Straits." 

The  very  large  increase  in  our  trade  with  the  new  and  enlarged 
Greece  is  discussed  by  a  consular  report  as  follows: 

Prior  to  the  armistice,  owing  to  the  scarcity  of  stocks  of  goods  of  any 
kind  in  Greece,  large  orders  had  been  placed  in  America,  in  Spain,  and  else- 
where. These  stocks  gradually  accumulated  at  Piraeus  and  other  Greek 
ports,  while  others  en  route  or  awaiting  shipment  were,  with  the  decline 
in  insurance  and  freight  rates  following  the  armistice,  left  on  the  buyers' 
hands  with  no  prospect  of  a  profitable  market  and  the  seeming  certainty 
of  heavy  losses.  However,  the  blockade  which  had  existed  throughout  the 
war  along  the  eastern  Mediterranean  and  the  Black  Sea  was  raised  about 
this  time.  Haste  was  made  to  send  surplus  stocks  and  to  direct  others 
en  route  to  near-by  countries,  notably  to  Rumania,  where  the  need  was 
sufficiently  great  and  urgent  to  warrant  the  payment  of  pre-armistice  prices. 
Unfortunately  the  Greek  credits  abroad  which  had  been  utilized  to  pur- 
chase these  goods  were  not,  save  in  small  measure,  replenished  by  remit- 
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tances  from  the  buying  countries.  In  the  case  of  Rumania,  for  example, 
goods  to  the  value  of  some  300,000,000  drachmas  were  sent  in  from  Greece. 
Remittances  by  Greeks  abroad  surpassed  all  records  in  1919.  From  the 
United  States  and  through  the  National  Bank  of  Greece  alone  these  re- 
mittances reached  in  1919  350,000,000  drachmas.  When  it  is  noted  that 
the  total  import  and  export  trade  of  the  country  for  1918  amounted  to  but 
I>030>767,350  drachmas,  with  an  adverse  trade  balance  of  437,046,848 
drachmas,  an  idea  of  the  immense  importance  of  this  movement  may  be 
gained.  The  volume  of  these  remittances  for  the  past  six  calendar  years 
was  as  follows,  in  drachmas:  1914,  32,991,587;  1915,  46,246,270;  1916,  51,- 
225,952;  1917.  60,877,092;  1918,  114,761,740;  1919,  350,000,000. 

According  to  a  recent  consular  communication,  the  local  importer  rarely 
comes  into  contact  with  the  foreign  house  whose  goods  he  contemplates 
buying,  but  purchases  through  a  local  commission  agent.  The  latter  gener- 
ally quotes  a  final  price,  which  seems  more  acceptable  to  the  local  mer- 
chant than  any  other  way  of  doing  business.  Local  agents  usually  demand 
exclusive  agencies.  Heretofore  credits  of  30,  60,  and  90  days  have  been 
requested,  but  at  present  it  is  more  usual  to  sell  cash  against  documents, 
or  to  request  25  per  cent  deposit,  the  balance  to  be  paid  against  documents. 
With  the  fluctuating  rate  of  exchange,  local  merchants  and  agents  have  not 
infrequently  refused  to  accept  goods  when  the  rate  of  exchange  went 
against  them. 


In  the  following  March,  Count  Karolyi  resigned  as  a  protest  against 
the  demands  made  by  the  entente  for  a  part  of  Hungarian  territory  to 
be  attached  to  certain  of  the  adjacent  states.  His  resignation  was  suc- 
ceeded by  a  Soviet  government  which,  in  turn,  was  swept  away  by  the 
Rumanian  government,  which  took  possession  of  the  capital  but  only 
held  it  temporarily,  retaining,  however,  a  very  considerable  part  of  the 
eastern  section  of  Hungary,  while  much  of  its  area  at  the  south  had 
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HUNGARY  was  among  the 
last  of  the  defeated  nations 
to  submit  to  the  Peace  terms 
named  by  the  Allies.  A  revolu- 
tion in  November,  19 18,  immedi- 
ately preceding  the  date  of  the 
Armistice,  declared  that  country 
a  republic  and  King  Charles  ab- 
dicated, Count  Karolyi  being 
made  provisional  president. 
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been  transferred  to  Jugo-Slavia  and  a  portion  of  the  northwestern  part 
to  Czecho-Slovakia.  In  March,  1920,  Admiral  Von  Horthy  was  elected 
Regent  and  still  holds  that  position  despite  many  stormy  events  in  the 
legislative  body  and  on  the  part  of  the  public.  In  April,  1921,  King 
Charles  attempted  a  return  to  the  throne,  but  his  action  was  vigorously 
opposed  by  stern  protests  on  the  part  of  the  Allied  powers  and  also 
threats  of  force  by  the  countries  forming  the  new  "Little  Entente," 
Czecho-Slovakia,  Jugo-Slavia  and  Rumania. 

The  Treaty  of  Neuilly,  offered  to  Hungary  by  the  Allies  in  the 
early  part  of  1920,  required  her  to  renounce  further  claims  to  former 
Hungarian  territory  already  assigned  to  Czecho-Slovakia,  Jugo-Slavia 
and  Rumania,  and  was  denounced  by  the  Hungarian  officials  and  people 
as  a  practical  destruction  of  Hungarian  economic  facilities  in  agriculture, 
mining,  manufacture  and  transportation.  Upon  the  insistence  of  the 
Allies,  the  Treaty  was  unwillingly  signed  by  the  Hungarian  representa- 
tives at  the  Conference  and  subsequently  assented  to  by  the  legislative 
body  with  equal  evidences  of  dissatisfaction  and  silent  protest,  all  of  the 
members  wearing  mourning  and  part  of  them  withdrawing  from  the 
assembly  to  avoid  participation  in  vote  by  which  it  was  accepted.  Its 
acceptance,  however,  fixed  the  boundaries  of  the  new  Hungary,  which, 
after  allotting  certain  large  areas  to  Czecho-Slovakia,  Rumania  and 
Jugo-Slavia,  retains  for  Hungary  an  area  of  approximately  40,000 
square  miles,  or  about  equal  to  the  state  of  North  Carolina,  being 
about  one-third  of  the  former  area  of  Hungary.  The  population  of 
the  new  Hungary  is  estimated  at  about  8,000,000.  It  is  distinctly  an 
interior  state,  with  the  Danube  as  its  principal  outlet. 

The  population  is  chiefly  Magyar  and  is  described  by  Prof.  Grosvenor 
as  of  Finno-Ugrian  stock  and  the  only  people  of  that  stock,  except  the 
Finns,  to  become  thoroughly  Europeanized.  They  have  since  their 
entrance  into  this  territory  in  the  ninth  century  maintained  their  ethnic 
identity,  despite  the  fact  that  the  territory  which  they  occupied  was 
over-run  by  Mongol  invasion  in  the  thirteenth  century  and  by  the 
Turkish  in  the  sixteenth  century,  and  was  subject  to  the  pressure  of 
the  Slavic  hordes  on  the  north  and  south.  . 

Conditions  in  Hungary  are  reported  as  extremely  unsatisfactory,  the 
manufacturing  and  mineral  resources  greatly  minimized  by  the  loss  of 
territory,  the  railways  in  unsatisfactory  condition,  the  people  dissatisfied 


[39] 


TRADING  WITH   THE  NEW  COUNTRIES  OF  CENTRAL  EUROPE 


and  making  little  efforts  for  improvement,  the  debt  extremely  heavy 
(amounting  to  over  n  billion  dollars,  including  Hungary's  share  of 
the  Austro-Hungarian  debt,  and  the  country  flooded  with  paper  currency 
of  many  varieties,  partly  that  of  the  Austro-Hungarian  bank,  partly 
that  issued  by  the  temporary  Bolsheviki  government  and  a  part  issued 
by  the  present  government.  The  expenditures  are  also  reported  as  run- 
ning so  much  in  excess  of  receipts  as  to  create  an  annual  deficit  variously 
estimated  at  over  ten  billion  kronen  (pre-war  face  value  of  the  krone, 
20.02  cents).  The  foreign  commerce  is  extremely  small,  as  illustrated 
by  the  fact  that  Hungary's  trade  with  the  United  States  in  1920  was 
less  than  a  quarter  of  a  million  dollars  as  against  about  20  millions  by 
the  adjacent  state  of  Czecho-Slovakia. 

The  Budapest  correspondent  of  the  Weltnvirtschafts-Zeitung  (Oct.  8, 
1920)  reports  that  the  figures  adduced  by  the  Hungarian  Finance  Minister, 
Baron  Koranyi,  in  bringing  the  budget  for  the  coming  financial  year,  have 
caused  the  greatest  anxiety,  for  there  will  be  a  deficit  of  about  Kr.io  mil- 
liards. Existing  taxes  have  been  made  more  drastic,  new  taxes  have  been 
introduced  and  no  idea  of  taxation  reform  can  be  mooted  in  European 
legislatures  which  has  not  been  already  realized  in  Hungary.  The  rail- 
way tariffs,  which  were  increased  during  the  war,  have  been  trebled  and 
the  same  procedure  is  being  adopted  with  regard  to  the  post,  telegraph, 
and  telephone  charges.  Bank  notes  have  to  be  stamped  in  connection  with 
a  forced  loan  and  the  Treasury  is  selling  large  blocks  of  Danube  shipping 
shares  to  English  capitalists  and  will  be  forced  to  have  recourse  to  fresh 
loans.  If  they  cannot  be  obtained  in  foreign  countries  the  Finance  Minister 
will  be  compelled  to  issue  them  at  home  and  he  is  working  at  the  draft  of 
a  compulsory  loan. 

The  Hungarian  paper  currency  consists,  according  to  a  statement  by  the 
Austro-Hungarian  Bank  of  October  23,  1920,  of  72,000,000,000  crowns 
including  24,000,000,000  of  Austrian  stamped  crowns,  12,000,000,000  of 
Hungarian  stamped  crowns,  and  36,000,000,000  in  circulation  in  1919  un- 
stamped. In  addition  to  this  there  is  in  existence,  but  unrecognized  by  the 
authorities,  quantities  of  paper  issued  during  the  brief  period  of  a  Bol- 
shevik government.  The  total  paper  circulation  recognized  by  the  bank's 
statement  would  at  its  face  value  be  equivalent  to  $14,600,000,000  or  equal 
to  about  $1,500  per  capita  of  the  9,000,000  population  though  the  extremely 
low  gold  reserve  has  greatly  reduced  its  purchasing  power. 

•      *  • 

The  Austro-Hungarian  Bank  on  October  23,  1920,  presented  a  statement 
of  the  bank  note  circulation  in  Hungary.  According  to  this  statement,  the 
amount  in  circulation  was  placed  at  11,982,646,810  crowns.    The  amount  of 
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the  Austrian  stamped  crowns  in  circulation  on  the  same  date  was 
24,175,351,787.  Notwithstanding  that  the  stamping  in  Austria  took  place 
eleven  months  before  that  in  Hungary,  still  the  disproportionately  large 
amount  of  the  Austrian  bank  notes  in  comparison  to  the  Hungarian  is 
striking,  and  is  some  measure  of  the  rapid  inflation'  of  the  Austrian 
currency. 

The  total  amount  of  bank  notes  in  circulation  on  October  23,  1920,  was 
72,046,665,607  crowns,  made  up  of  notes  in  circulation  December  31,  1919, 
apart  from  those  previously  or  afterwards  stamped  by  Austria  or  Hungary, 
and  amounting  to  35,888,667,010  crowns;  Austrian  stamped  crowns, 
24,175,351,787 ;  Hungarian  stamped  crowns,  11,982,646,810. 

The  11,982,646,810  Hungarian  stamped  crowns  do  not  mean  the  exact 
debt  of  Hungary  to  the  Note  Bank.  This  number  gives  only  the  amount  of 
the  Hungarian  stamped  notes  in  circulation.  For  the  35,888,667,010  crowns 
of  the  common  issue, — that  is,  those  for  which  Austria  and  Hungary  are 
jointly  liable,  according  to  the  Bank  Note  Patent  and  the  "Ausgleich"  (law 
regulating  the  relations  of  Austria  and  Hungary  in  the  old  Austro- 
Hungarian  monarchy), — Hungary  is  responsible  in  accordance  with  the 
old  rate  (that  is,  Hungary  is  responsible  for  one-half),  although  Hungary 
had  not  drawn  its  share  of  the  bank  notes  at  the  close  of  the  war. 

Up  to  the  time  of  the  breaking  out  of  Bolshevism,  as  well  as  after  its 
fall,  the  amount  of  the  crowns  still  unstamped  was  near  the  proper  pro- 
portion, so  that  of  the  26,000,000,000  common  bank  note  circulation  Hun- 
gary's share  was  about  13,000,000,000  crowns. 

According  to  the  stipulations  of  the  Peace  Treaty,  Hungary  and  Austria 
are  mutually  responsible  for  the  Austro-Hungarian  unstamped  crowns  in 
circulation  abroad.  To  what  extent  this  bank  note  debt  must  be  shared  by 
Hungary  can  not  even  be  estimated  at  this  time.  This  will  be  known  only 
after  the  common  Austro-Hungarian  bank  note  circulation  abroad  shall 
have  been  reckoned  up  on  the  completion  of  the  liquidation  of  the  Austro- 
Hungarian  Bank. 


JUGO-SLAVIA  has  been  somewhat  delayed  in  its  industrial,  financial 
and  economic  development.  The  attempt  to  attach  to  the  Serbian 
Kingdom  the  Austro-Serbian,  Croatian  and  Slavonic  parts  of  the  former 
Austro-Hungarian  monarchy  did  not  result  in  as  close  political  relations 
as  was  anticipated,  though  the  legal  adjustments  in  January,  1921,  of 
the  election  returns  for  the  new  General  Assembly,  are  expected  to  result 
in  a  closer  political,  economic  and  commercial  inter-relationship  of  the 
people  and  areas  forming  the  new  state,  now  that  the  status  of  Fiume 
as  an  outlet  to  the  Adriatic  has  been  settled. 
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The  area  of  the  new  state  of  Jugo-Slavia  is,  as  nearly  as  can  now 
be  stated,  a  little  over  100,000  square  miles,  or  about  equal  to  our 
state  of  Colorado,  and  approximately  three  times  that  of  the  former 
Serbian  Kingdom.  The  railway  lines  are  chiefly  in  the  northern  part 
and  touch  tidewater  at  Fiume.  A  line  running  southward  from  the 
capital,  Belgrade,  extends  through  Bulgaria  to  Constantinople,  while 
the  Danube,  which  crosses  the  northeastern  corner,  gives  access  by  an 
extremely  circuitous  route  through  Rumania  to  the  Black  Sea.  The 
recent  death  of  the  king  of  Montenegro,  coupled  with  a  more  favorable 
attitude  of  the  people  of  that  area,  are  expected  to  result  in  the  general 
acceptance  by  the  Montenegrins  of  the  position  assigned  to  them  by  the 
Allies  as  a  part  of  the  new  state  of  Jugo-Slavia. 

Agriculture  is  the  chief  occupation  of  the  people,  who  now  number 
over  14,000,000,  the  principal  products  including  wheat,  corn,  rye, 
tobacco,  fruits  and  silk.  About  one-half  of  the  area  is  forestal.  The 
minerals  include  coal,  iron,  copper  and  especially  quicksilver.  The 
industries  include  flour  milling,  iron  and  pottery  works  and  carpet 
weaving. 

The  nation's  commerce  of  1919,  which  can  only  be  estimated,  included 
about  $4,000,000  drawn  from  Great  Britain,  chiefly  manufactures. 
Exports  from  the  United  States  to  Jugo-Slavia  in  1920  aggregated  about 
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$1,000,000.  The  currency  is  still  in  a  somewhat  disordered  condition, 
due  to  an  attempt  to  readjust  the  notes  of  the  Austro-Hungarian  Bank 
and  other  currencies  to  a  form  in  which  the  Serbian  dinar  will  be  the 
permanent  basis.  The  pre-war  normal  value  of  the  dinar  was  equiva- 
lent to  that  of  the  franc.  The  national  debt  was  estimated  at  the  end 
of  1920  at  about  $700,000,000. 

In  accordance  with  a  contract  between  the  Ministry  of  Finance  and 
the  National  Bank,  the  latter  arranged  to  take  over  all  provisional  bank 
notes  which  the  Ministry  had  arranged  to  be  put  into  circulation,  which 
included  1  dinar  and  50  para  notes,  the  former  to  the  value  of  60 
million  dinars  and  the  latter  25  million  dinars.  These  small  notes 
are  not  to  be  regarded  as  bank  notes,  but  as  State  paper  currency,  as 
is  the  case  in  England  with  the  £1  and  10s.  notes,  or  in  Italy  with  the 
5  and  10-lira  notes,  etc.,  and  the  Ministerial  Council  has  decided  as 
follows:  1.  1  dinar  and  50-para  notes  are  State  paper  currency.  2.  No 
one  in  private  negotiations  need  accept  more  than  100  dinars  in  50-para 
notes,  nor  more  than  200  dinars  in  1 -dinar  notes.  3.  State  banks  are 
to  accept  these  notes  in  unlimited  quantities,  either  in  payment  or  in 
exchange  for  notes  of  the  National  Bank. 

The  settlement  by  the  Treaty  of  Rapallo  of  the  status  of  the  port  of 
Fiume  and  its  availability  as  the  chief  tidewater  outlet  for  Jugo-Slavia, 
discussed  under  the  chapter  devoted  to  Fiume,  while  it  does  not  give 
to  Jugo-Slavia  an  absolute  control  of  the  port,  at  least  assures  her  of 
a  permanent  access  to  tidewater  by  what  had  been  looked  upon  as  her 
most  available  and  convenient  door  to  the  Adriatic,  for  while  she  had 
several  other  ports  within  her  area  they  did  not,  for  certain  reasons, 
adjust  themselves  to  her  needs.  Professor  Spiridion  Gopcevic,  of  Berlin, 
discussing  in  W eltwirtschajt  (September,  1920)  Jugo-Slavia's  need  of 
sea-ports,  says: 

Jugo-Slavia  has,  it  is  true,  acquired  several  ports  by  the  collapse  of 
Austria,  but  they  are  unfortunately  not  worth  much.  By  its  position  Trieste 
is  the  natural  harbor  of  the  Slovenes,  Fiume  that  of  the  Croats,  Spalato  that 
of  the  Bosnians,  Cattaro  that  of  the  Montenegrins,  and  Salonica  that  of  the 
Serbs.  But  Italy  has  taken  possession  of  Trieste,  situated  on  her  eastern 
frontier,  and  consequently  of  no  great  value  to  her,  and  is  stretching  out 
her  hands  to  Fiume,  while  Salonica  is  in  the  hands  of  the  Greeks,  for  whom 
it  is  of  just  as  little  special  value  as  is  Trieste  for  the  Italians.  Spalato  and 
Cattaro  are  ports  of  little  importance. 
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The  above  discussion,  written  prior  to  the  recent  settlement  of  the 
status  of  Fiume,  shows  the  advantages  gained  by  Jugo-Slavia  by  the 
action  of  the  Rapallo  conference  which  has  resulted  in  making  Fiume 
an  open  door  through  which  her  commerce  may  pass  to  and  from  the 
Adriatic  and  thence  to  the  oceans  of  the  world. 

The  Journal  Economique  Europeen  in  its  February,  1921,  issue  has 
the  following  review  of  present  conditions  in  Jugo-Slavia: 

During  the  last  few  months,  there  has  been  much  industrial  activity  in 
Jugo-Slavia.  A  number  of  manufactories  have  been  started  or  re-opened, 
and  their  number  is  to  be  added  to  in  the  near  future.  An  oil  manufactur- 
ing factory  is  being  built  in  Belgrade,  and  a  chemical  works  in  the  neigh- 
borhood of  that  city.  The  woolen  fabrics  mills  of  Teokarevitch,  Illitch  and 
Petrovtch  in  Leskowatz  are  being  rebuilt,  and  will  soon  commence  work. 
It  is  intended  to  erect  a  new  boot  factory  in  Novo  Gradiska  and  a  textile 
factory  in  Petchui.  A  cardboard  factory,  which  will  be  the  largest  in  the 
country,  is  being  built  at  Ossiek  in  Slavonia,  fitted  with  up-to-date  ma- 
chinery. Two  other  new  establishments  in  the  same  place,  one  for  the 
manufacture  of  chemicals  and  the  other  for  that  of  household  articles, 
have  commenced  activities.  The  firm  of  Gjoukitch  is  building  a  furniture 
factory  in  Brod.  The  Prometna  bank  in  Vissoko,  in  Bosnia,  has  founded  a 
tannery.  The  hydro-electric  power  works  at  Zelina  Vir,  in  Croatia,  are 
finished  and  will  shortly  commence  operations;  they  will  develop  2,000 
h.p.  at  high  water  and  1,200  h.p.  at  low,  and  will  supply  all  the  towns  and 
villages  in  the  Gorski  district. 

The  Belgrade  correspondent  of  the  London  Economist  under  date  of 
January,  1921,  says: 

The  balance-sheet  of  the  national  bank  of  the  kingdom  of  the  Serbes, 
Croates,  and  Slovenes  to  the  end  of  December,  1920,  shows  3^  milliard 
dinars,  or  13  milliard  Jugo-Slavian  crowns,  of  notes  issued.  In  this  amount 
a  new  credit  of  1^2  milliard  dinars,  which,  by  a  special  agreement,  was 
given  to  the  Government  by  the  national  bank  without  interest  in  December, 
1920,  seems  to  be  not  included.  In  addition,  there  are  still  about  2  milliard 
dinars  (8  milliard  Jugo-Slavian  crowns),  stamped  Austrian  crowns  on  the 
new  territory  of  Jugo-Slavia,  which  are  only  covered  by  the  State's  prop- 
erty, pledged  by  the  Government.  The  total  circulation,  therefore,  is  about 
5%.  milliard  dinars  (21  milliard  Jugo-Slavian  crowns).  But  the  amount  of 
notes  issued  is  far  from  being  too  much  for  the  present  economic  situation 
of  this  country,  where  new  commercial  and  industrial  establishments  are 
growing  up  daily,  and  where  there  is  still  a  real  scarcity  of  money. 

Commerce  and  industry  in  Jugo-Slavia  are  growing  rapidly;  the  wealth 
of  the  country,  consisting  of  natural  products,  especially  of  wood,  metals, 
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cereals,  and  cattle,  is  still  increasing;  a  large  export  is  ensuring  the  re- 
quired import  of  foreign  coal  and  industrial  products.  Besides,  in  a  few 
years  Jugo-Slavia  will  be  able  to  produce  herself  a  good  deal  of  the  neces- 
sary rolling  stock  and  ships.  Since  the  agreement  of  Rapallo,  where  the 
territorial  questions  of  the  Adriatic  coast  were  settled,  Jugo-Slavia  has  been 
engaged  in  building  a  fleet  for  commercial  purposes  and  in  organizing  its 
foreign  trade  and  commerce  as  soon  and  as  far  as  possible. 

LATVIA 

THE  Republic  of  Latvia, 
which  fronts  upon  the  Baltic 
and  Gulf  of  Riga,  with  the  city  of 
Riga  as  its  chief  port,  has  an  area 
of  about  25,000  square  miles,  or 
about  equal  to  the  state  of  Ken- 
tucky, and  a  population  of  about 
2,500,000.  Riga  is  connected  by 
rail  with  Soviet  Russia,  and  the  railway  line  is  the  most  direct  connection 
which  Moscow  has  to  tidewater.  The  Peace  Treaty  between  Latvia  and 
Soviet  Russia,  as  signed  in  August,  1920,  was  ratified  by  the  Latvian 
Legislature  on  September  2,  1920. 

Constant  warfare  since  the  establishment  of  Latvia  as  an  independent 
government  in  19 18  has  entailed  a  heavy  drain  upon  the  people,  finan- 
cially and  otherwise;  at  last  accounts  the  national  debt  was  about 
$12,000,000,  and  the  paper  currency  about  $100,000,000,  while  the 
population  is  less  than  2,000,000.  The  currency  consists  of  the  Latvian 
paper  ruble,  of  which  about  200,000,000  have  been  issued,  and  also 
includes  quantities  of  Russian  rubles  and  a  limited  quantity  of  marks 
(German  occupation  money). 

Latvia's  products  are  agricultural  and  forestal,  including  flax,  of 
which  considerable  quantities  are  available  for  export,  and  timber 
products,  especially  red  wood.  A  press  report  from  Riga  in  December, 
1920,  says: 

The  Letts  are  all  studying  English  industriously  because  of  the  influx 
of  American  and  British  business  men.  Every  shopkeeper  has  at  least 
one  clerk  who  is  buried  in  an  English  grammar.  Most  of  the  Letts  speak 
Russian  and  German  better  than  they  do  their  own  language,  but  under 
changed  conditions  they  are  also  forced  to  study  Lettish.    Language  schools 
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have  sprung  up  in  all  the  cities  and  there  is  a  heroic  struggle  to  acquire  the 
languages  necessary  to  meet  the  new  situation  caused  by  the  Baltic  states 
seceding  from  Russia.  Many  Government  officials  in  Latvia,  Esthonia,  Lith- 
uania and  Finland  speak  English  and  all  are  agreed  it  is  the  language  which 
must  eventually  be  common  to  all  the  countries  bordering  the  Baltic.  Lith- 
uanian, Lettish,  Esthonian  and  Finnish  are  very  different  languages.  Finnish 
and  Esthonian  are  somewhat  related.  The  same  is  true  of  Lettish  and 
Lithuanian.  The  small  states  do  not  expect  foreigners  to  acquire  a  lan- 
guage used  by  such  a  small  group  of  people. 

It  is  estimated  by  the  Lettish  Foreign  Office  that  more  than  300,000 
Lettish  citizens  are  in  America.  They  are  chiefly  in  manufacturing  cen- 
tres like  Detroit,  Chicago,  Pittsburgh  and  the  New  England  industrial 
towns,  especially  the  shoe  towns. 

THE  "LITTLE  ENTENTE" 

THE  "Little  Entente,"  so-called,  is  not  a  new  state,  but  a  treaty 
agreement  entered  into  between  three  of  the  new  states — Czecho- 
slovakia, Jugo-Slavia  and  Rumania — for  mutual  defense  and  co-opera- 
tion in  political,  industrial  and  economic  matters. 

An  official  declaration  by  a  representative  of  the  Czecho-Slovakian 
government,  recently  published,  stated  that  the  "Little  Entente"  is  a 
defensive  alliance,  aimed  not  merely  at  any  attempts  which  might  menace 
the  two  new  states  participating,  but  also  a  positive  agreement  to  facili- 
tate a  return  to  normal  economic  conditions,  the  regulation  of  exchanges 
between  the  states,  and  "to  establish  a  new  order  of  things  in  accordance 
with  the  political  constitution  of  Central  Europe." 

The  agreement  is,  however,  commented  upon  by  the  European  press 
as  having  been  framed  especially  with  the  purpose  of  preventing  hostile 
movements  against  either  of  the  states  by  the  monarchist  government 
of  Hungary,  from  whose  former  territory  considerable  areas  are  now 
included  in  the  states  in  question.  The  treaty,  as  published  at  Belgrade 
on  March  11,  1920,  explicitly  provides  in  the  opening  paragraph  that 
in  case  of  an  unprovoked  attack  by  Hungary  on  either  of  the  contracting 
states  the  other  agrees  to  come  to  its  aid.  Current  comment  in  the 
European  press  has  indicated  that  this  arrangement  would  include  co- 
operation against  any  other  powers  making  such  attack,  and  including 
Italy,  with  which  the  questions  regarding  the  control  of  Fiume  had 
not  then  been  determined,  but  were  subsequently  adjusted  by  the  Rapallo 
Treaty. 
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The  ''Little  Entente"  is  looked  upon  as  especially  important  not  only 
as  to  the  political  and  economic  relations  of  the  states  in  question,  but 
as  a  suggestion  that  other  agreements  of  this  general  character  may 
occur  on  the  part  of  adjacent  states  in  other  parts  of  the  newly  adjusted 
territory.  The  promptness  with  which  the  three  states  entered  protest 
against  the  attempt  of  King  Charles  to  resume  the  throne  of  Hungary 
in  April,  1921,  coupling  their  protests  with  mobilization  of  troops,  is 
an  illustration  of  the  character  of  the  organization,  which  while  chiefly 
political,  may  be  expected  to  bring  the  states  into  closer  economic  re- 
lationship. 

LITHUANIA 
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THE  Lithuanian  Republic,  which  lies 
immediately  south  of  Latvia,  but 
with  an  extremely  limited  frontage  on 
the  Baltic,  has  an  area  estimated  at  about 
35,000  square  miles,  or  about  equal  to 
the  state  of  Indiana,  and  the  population 
approximately  four  and  a  half  million, 
chiefly  rural.  The  new  state  has  been 
unfortunate  in  the  fact  that  the  Allies 
decided  to  retain  control  of  its  only 
Baltic  port  of  importance,  Memel,  though,  of  course,  Lithuania  will 
have  free  access  to  the  Baltic  through  this  port. 

An  even  more  embarrassing  event  lies  in  the  so-called  "Vilna  incident" 
occurring  in  the  latter  part  of  1920,  in  which  Polish  troops  took  posses- 
sion of  the  capital  and  most  important  interior  city,  Vilna,  necessitating 
the  withdrawal  of  the  seat  of  government  to  Kovno,  this  seizure  of  the 
area  in  question  being  made  upon  the  assumption  that  the  territory 
contained  a  large  number  of  Poles  and  that  it  should  therefore  belong 
to  Poland  and  not  to  Lithuania. 

Although  responsibility  for  the  seizure  of  Vilna  was  disclaimed  by  the 
Polish  government,  but  the  Allied  Powers  saw  fit  to  provide  for  a  plebis- 
cite, to  be  held  in  1921,  which  will  determine  the  country  to  which  the 
territory  in  question  should  belong.  Dispatches  from  the  adjacent 
country  of  Latvia,  published  in  the  New  York  Herald  of  January  9, 
1 92 1,  state  that,  in  the  opinion  of  the  writer,  Vilna  and  a  considerable 
adjacent  area  are  "lost  to  Lithuania,"  as  the  Polish  government  is  pre- 
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paring  to  introduce  Polish  civil  and  military  administration  throughout 
all  Central  Lithuania.  The  pre-war  treaty  with  Soviet  Russia,  made 
in  July,  1920,  included  an  agreement  by  the  Russian  government  to  pay 
to  Lithuania  2,000,000  gold  rubles  and  to  grant  to  the  Lithuanians 
the  privilege  of  cutting  timber  upon  Soviet  area. 

Lithuania's  currency  is  the  mark,  equal  in  its  face  value  to  the  German 
mark,  and  the  commerce  in  the  first  half  of  1920  included  imports  of 
121,000,000  marks  and  exports  of  100,000,000  marks.  The  chief  indus- 
tries are  agriculture,  forestry,  livestock  and  the  production  of  leather, 
manufactures  of  wood,  and  animal  products.  The  currency  is  estimated 
to  include  one  and  a  half  billion  marks,  partly  notes  issued  by  a  German 
loan  bank  and  partly  the  Lithuanian  mark.  The  debt  was  stated  in 
1920  at  $27,000,000.  The  former  large  agricultural  and  forestal  hold- 
ings are  now  being  broken  up  into  small  areas  for  distribution  to  the 
masses. 

During  1920,  exports  from  Lithuania  amounted  to  522,000,000  marks, 
and  imports  amounted  to  429,000,000  marks.  The  excess  of  exports  over 
imports  was  thus  93,000,000  marks.  The  finances  of  Lithuania  are 
closely  connected  with  those  of  Germany,  and  the  fluctuations  of  German 
exchange  affect  both  countries  equally.  The  unit  of  currency,  the  ost- 
mark,  was  introduced  by  Germany  during  the  occupation,  and  circulates 
at  par  with  the  reichsmark.  The  chief  articles  of  export  from  Lithuania 
in  1920  were  flax,  timber,  and  linseed. 

A  Warsaw  correspondent  of  the  London  Economist  in  October, 
1920,  says: 

Poland  and  Lithuania  have  many  common  interests,  especially  as  far 
as  economic  questions  are  concerned.  To  a  certain  degree  they  are  com- 
plementary to  each  other.  The  credit  institutions  of  the  country  are  in  Po- 
lish hands — for  instance,  the  Vilna  Land  Bank  and  the  Vilna  Private  Com- 
mercial Bank.  The  landlords  are  in  the  majority  Poles.  Though  the  Rus- 
sian Government  confiscated  Polish  property  after  the  revolution  of  1863, 
more  than  half  of  the  surface  of  the  great  estates  was  before  the  war 
owned  by  Poles.  In  the  Government  of  Vilna  the  proportion  amounted  to 
60.3  per  cent.,  and  in  the  Government  of  Gradno  to  43.1  per  cent.  Lith- 
uania has  a  surplus  of  profits  which  Poland  needs,  such  as  timber,  hides, 
flax,  etc.  The  imports  of  Lithuania  consist  of  articles  which  are  produced 
by  the  Polish  soil  and  industry,  as,  for  instance,  cotton  goods,  sugar,  ma- 
chines, pottery,  oil,  etc.    Before  the  war  Lithuania  was  one  of  the  best 
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Polish  markets  for  these  products.  Lithuania  possesses  great  natural  riches, 
but  will  be  able  to  recover  from  the  ravages  it  has  suffered  during  the 
war  only  if  it  resorts  to  the  help  of  the  Polish  land  owners,  engineers,  etc., 
who  are  inhabiting  its  territory. 


POLAND 


THE  Republic  of  Poland,  which  included  by  the  terms  of  the  Peace 
Conference  about  142,000  square  miles,  was  increased  to  about 
160,000  square  miles  by  her  peace  treaty  with  Soviet  Russia  on  October 
12,  1920,  making  the  new  republic  in  its  latest  form  slightly  larger 
than  the  state  of  California,  and  the  population  about  37,000,000. 
About  100,000  square  miles  of  the  present  area  was  formerly  Russian 
territory,  and  the  remainder  about  equally  divided  between  Germany 
and  Austria,  including  in  the  latter  the  Austrian  territory  of  eastern 
Galicia,  now  under  Polish  administration,  but  subject  to  plebiscite  in 
1944- 
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Control  of  the  Upper  Silesian  area  (whether  Polish  or  German) 
was  to  be  determined  by  plebiscite  in  the  early  part  of  1921.  The  vote, 
which  has  already  been  taken,  resulted  in  a  majority  of  the  total  in  favor 
of  restoration  to  Germany,  but  on  the  claim  of  the  Poles  that  the  vote 
should  be  considered  by  districts  and  the  future  of  the  respective  districts 
thus  determined,  the  result  of  the  plebiscite  is  not  yet  determined.  Should 
this  plan  proposed  by  the  Polish  government  be  followed,  a  large  part  of 
the  important  coal  area  would  probably  pass  to  Poland.  One  of  the 
most  important  gains  made  by  the  Poles  in  the  October,  1920,  treaty  with 
Soviet  Russia  was  the  acquisition  of  control  of  a  narrow  corridor  between 
Soviet  Russia  and  Lithuania.  The  determination  as  to  whether  the 
Lithuanian  area  of  Vilna  and  vicinity  shall  finally  become  a  part  of 
Poland  is  also  to  be  determined  by  plebiscite  in  1921. 

Poland's  chief  point  of  dissatisfaction  with  her  present  geographical 
area  lies  in  the  fact  that  she  has  no  tidewater  port  distinctly  her  own, 
the  important  port  of  Danzig,  her  only  route  of  access  to  tidewater, 
having  been  made  by  the  Versailles  Treaty  "a  free  city,"  in  which 
Poland  would  have  equal  privileges  with  other  countries,  but  the  area 
in  question  not  to  be  subject  to  Polish  governmental  control.  The  Poles 
are,  however,  to  be  given,  in  the  early  part  of  1921,  complete  freedom 
of  access  through  the  removal  of  custom  frontiers  between  Poland  and 
Danzig.    (See  chapter  devoted  to  the  Free  City  of  Danzig.) 

Poland's  progress  industrially  and  financially  has  been  greatly  delayed 
by  her  military  activities,  especially  during  the  war  with  the  Soviets  in 
1920,  which,  according  to  the  Polish  authorities,  caused  the  destruction 
of  the  grain  crop  of  the  eastern  part  of  Poland,  the  loss  of  large  numbers 
of  cattle  and  horses,  the  destruction  of  railways,  and  resulting  in  great 
want  and  suffering  to  the  people.  By  reason  of  these  conditions, 
comparatively  little  progress  has  been  made  in  the  industries  or  the 
establishment  of  commerce  with  the  outside  world,  except  in  the  receipt 
of  food  supplies.  Necessarily  the  expenses  of  the  wars,  especially  with 
the  Soviets,  were  extremely  heavy  and  were  borne  in  large  degree  by 
loans  to  the  government  by  the  Polish  National  Bank,  these  loans  having 
been  paid  in  notes  which  the  bank  had  been  authorized  to  issue,  despite 
an  extremely  small  gold  reserve.  These  notes  were  in  part  exchanged 
also  for  Russian,  German  and  Austrian  currencies  which  were,  prior 
to  the  establishment  of  the  new  government,  in  circulation  in  the  areas 
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respectively  controlled  by  those  three  governments — Russia,  Germany, 
and  Austria.  A  peace  treaty  with  Soviet  Russia  was  signed  on  February 
10,  1921. 

The  Warsaw  correspondent  of  the  London  Economist  states  the  loans 
of  the  Polish  National  Bank  to  the  government  at  the  end  of  December, 
1919,  were  6,825,000,000  Polish  marks,  advancing  rapidly  to  14,775,- 
000,000  at  the  end  of  March,  1920,  and  39,625,000,000  on  September 
10,  1920,  while  the  circulation  advanced  from  5,316,000,000  Polish 
marks  at  the  end  of  December,  19 19,  to  10,691,000,000  at  the  end  of 
March,  1920,  31,792,000,000  on  September  10,  1920,  and  55,000,- 
000,000  in  March,  1921,  the  nominal  or  face  value  of  the  Polish  mark 
being  identical  with  the  German  mark. 

Finance  Minister  Steczkowski,  in  December,  1920,  estimated  the 
budget  deficit  of  the  fiscal  year  1921  at  60,000,000,000  marks,  and  the 
present  debt,  accumulated  during  the  two  years  of  the  existence  of  the 
Polish  Republic,  at  57,000,000,000  marks.  He  added  that  even  this 
estimate  of  60,000,000,000  marks  deficit  did  not  fully  cover  the  antici- 
pated necessary  expenses  for  maintaining  the  army  and  the  sum  which 
will  be  required  for  the  importation  of  food. 

The  effect  of  the  1920  war  with  the  Soviets  upon  the  finances  of 
the  country  and  its  business  public  is  shown  by  the  following  statement 
of  the  year's  activities  of  the  Polish  National  Bank,  supplied  by  the 
Warsaw  correspondent  of  the  London  Economist: 

Returns  of  the  Polish  National  Bank,  Dec.  31,  1919,  to  Sept.  10,  1920 — 
(in  million  marks).* 

Loans  to  Loans  Circulation 

Bills  the  to  of 

Dis-  Govern-  Private  Polish 

counted  ment  Firms  Marks 

End  of  December,  1919                 3.9  6.825  97  5.3 1 6 

"       January,    1920                     3.7  8.275  *37  6.720 

"       February,    1920                  6.4  10,775  162  8.300 

"       March,    1920                     8.2  14775  185  10.691 

April,  1920                       14.8  19-375  196  16.028 

May,   1920                       47.2  22.375  204  17.935 

"       June,  1920                     161.4  27.625  388  21.730 

July,    1920                     325.9  33.375  743  26.311 

August,  1920                  465.8  39.625  1,238  31.086 

September  10,  1920                    4!9-o  39625  1,351  31.792 

January  31,   1921  No  data  65.625  5,140  55  079 

*  The  total  gold  reserve  on  January  31,  1921,  was,  according  to  the  official  state- 
ment of  the  Bank  for  that  date,  12,700,000  marks,  and  the  total  notes  in  circulation 
55,079,500,000. 
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Imports,  exports  and  transit  shipments  through  Poland  are  forbidden 
except  under  license.  Violation  of  the  regulations  prescribed  by  law 
or  by  the  commission  is  punishable  by  fines  or  arrest  and  confiscation 
of  the  goods.  When  goods  arrive  at  the  custom  houses,  before  licenses 
are  issued  therefor  they  may  be  sold  by  the  Polish  authorities  if  perishable 
or  if  there  is  a  lack  of  these  goods  on  the  local  market.  When  goods 
not  liable  to  confiscation  are  held  up,  the  goods  or  the  money  obtained 
in  payment  will  be  returned  to  the  owner  after  customs  duties  are  paid. 
Goods  subject  to  special  license,  presented  for  clearance  without  the 
required  license,  are  liable  to  be  seized,  but  without  fine  or  confiscation. 
Such  goods  may  be  purchased  by  the  State  at  normal  prices,  and  the 
money  thus  obtained  will  be  transmitted  to  the  owners  of  the  goods 
after  the  customs  duties  have  been  deducted.  Permits  for  importation, 
exportation  and  transit  of  goods  are  good  only  for  the  ports  and  date 
specified  in  the  applications  therefor,  and  are  not  transferable.  Applica- 
tions for  these  permits  must  be  made  out  on  certain  prescribed  forms 
for  which  a  fee  may  be  charged. 

The  official  body  granting  permits  has  headquarters  in  Warsaw  with 
the  Ministry  of  Industry  and  Commerce,  and  branch  offices  in  Krakow 
and  Lowow.  Other  official  bodies  granting  permits  for  import,  export 
or  transit  are  the  State  Oil  Bureau  and  the  State  Bureau  of  Timber 
Export. 

The  exporter,  irrespective  of  his  nationality,  is  required  to  sell  to 
the  Polish  State  Bank  all  of  the  foreign  currency  received  from  the 
sale  of  the  merchandise  abroad,  except  that  required  for  the  transporta- 
tion expenses,  which  also  must  be  paid  in  foreign  currency.  The  Polish 
State  Bank  pays  for  this  foreign  currency  the  equivalent  in  Polish  marks 
at  the  rate  of  exchange  quoted  by  the  Warsaw  stock  exchange  on  the 
day  of  payment  for  the  currency.  According  to  an  official  statement, 
the  exporter  is  requested  to  deposit  in  the  State  Bank  a  surety  bond 
or  a  bank  guarantee,  the  amount  of  which  depends  upon  the  value  of 
the  goods  exported  and  the  financial  standing  of  the  exporter.  Such 
collateral  is  returned  at  once  upon  the  fulfillment  of  the  obligations 
relative  to  the  deposit  of  the  foreign  currency  in  the  State  Bank.  The 
purpose  of  this  arrangement  is  to  enable  the  Polish  government  to  obtain 
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the  currency  necessary  for  the  purchase  abroad  of  articles  of  prime 
necessity  to  the  country,  such  as  machinery  and  raw  materials  for  the 
industries  of  Poland,  which  are  at  present  in  a  demoralized  condition, 
as  well  as  provisions,  equipment  and  ammunition  for  the  Polish  army. 


RUMANIA 

THE  Kingdom  of  Rumania  more  than  doubled  its  area  and  popula- 
tion as  a  result  of  the  war  and  the  readjustment  of  territory 
which  followed.  Its  present  area  is  about  122,000  square  miles,  or 
approximately  equal  to  the  state  of  New  Mexico,  and  its  population 
about  18,000,000.  The  new  area  includes  Transylvania  and  the  Banat 
from  former  Hungarian  territory,  Bessarabia  from  former  Russian  terri- 
tory, and  a  renewal  of  control  of  the  Dobrudja,  which  was  temporarily 
lost  to  Bulgaria  during  the  war. 

Rumania's  Black  Sea  frontage  is  especially  valuable,  including  as  it 
does  the  mouths  of  the  Danube  and  their  ports  and  also  the  important 
port  of  Constanza  in  the  Dobrudja.  Its  former  area  included  the  fertile 
lands  of  the  Danube  Valley;  the  addition  of  Bessarabia  gives  it  a 
valuable  slice  of  the  famous  black  earth  region  of  Russia,  while  the 
Banat,  now  a  part  of  Rumania,  was  regarded  as  one  of  the  most  fertile 
farming  districts  of  Hungary.   In  addition  to  this,  its  petroleum  supplies 
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are  large  and  important,  and  their  pipe  line  connection  with  the  Black 
Sea  added  to  their  value. 

The  Transylvania  area,  transferred  from  Hungary  to  Rumania,  while 
mountainous,  includes  valuable  minerals  and  forest.  The  chief  agricul- 
tural products  are  wheat,  corn  and  the  other  cereals,  beet  sugar,  fruits 
and  livestock.  Commerce,  which  prior  to  the  war  aggregated  approxi- 
mately $250,000,000  per  annum,  about  equally  divided  between  imports 
and  exports,  will  be  greatly  increased  by  the  additions  of  the  valuable 
agricultural  and  mineral  areas  above  mentioned,  while  the  ample  coal 
and  petroleum  supplies  give  important  manufacturing  possibilities.  Trade 
is  being  rapidly  developed.  Military  activities  in  Rumanian  territory 
during  the  war  and  the  damages  of  her  property  by  the  armies  of  the 
Central  Powers  have  necessitated  a  heavy  indebtedness  since  the  return 
to  peace,  aggregating  at  the  present  time  about  $4,000,000,000  of  debt 
as  compared  with  about  $300,000,000  in  191 3,  while  her  paper  currency 
has  largely  increased,  its  face  value  standing  in  1920  as  equivalent  to 
$2,000,000,000  against  about  a  half  billion  at  the  close  of  the  war, 
though  of  course  a  considerable  increase  in  currency  and  indebtedness 
has  been  due  to  the  doubling  of  area,  population,  and  business  require- 
ments. The  national  currency  is  the  leu,  equivalent,  at  its  face  value, 
to  the  franc. 

Exports  from  the  United  States  to  Rumania  in  1920  were  $11,093,- 
000,  or  four  times  as  much  as  in  the  highest  year  prior  to  the  war. 

The  banks  of  the  old  Rumania  are  establishing  connections  with  the 
new  territories.  In  Chishnew,  capital  of  Bessarabia,  the  Banca  Nationala, 
Banca  Romaneasca,  Banca  Commerciala  Romana,  Banca  Moldova  and 
Banca  Iasilor  have  established  branches.  In  Ismail,  another  important 
town  in  Bessarabia,  the  Banca  Marmorosch,  Blank  and  Co.  has  estab- 
lished an  office.  In  the  Bucovina  and  in  Czernowitz,  the  Banca  Mar- 
marosch,  Blank  and  Co.  and  the  Banca  Romaneasca  have  opened 
branches. 

In  Transylvania  the  Banca  Generala  has  opened  branches  in  Brashov 
(Kronstadt),  Sibiu  (Hermannstadt),  Cluj  (Klausenburg) ,  and  Satmar 
(Szatmar).  It  has  taken  up  a  considerable  portion  of  the  shares  of 
the  largest  bank  of  the  Banat,  viz.,  Banca  Timisiana,  in  Timishoara 
(Temesvar).    The  Banca  Marmarosch,  Blank  and  Co.  has  established 
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branches  in  Oradia  Mare  (Grosswardein) ,  Cluj,  Arad  and  Brashov, 
while  the  Banca  Romaneasca  opened  an  office  recently  in  Timishoara. 

In  order  to  develop  the  relations  with  foreign  countries,  the  Banca 
Marmarosch,  Blank  and  Co.  has  opened  branches  in  New  York  and 
Constantinople,  as  well  as  an  agency  in  Paris.  The  Banca  Romaneasca 
has  established  in  Bucarest,  with  a  capital  of  Lei  10  mill.,  a  bank  for 
commerce  with  the  East,  the  "Banca  Romaneasca  Orientului,"  which 
is  intended  to  establish  branches  in  all  the  important  towns  of  the  Near 
East.  Owing  to  the  general  increase  of  prices,  all  the  banks  have  felt 
constrained  to  increase  their  capital. 

RUSSIA 

OF  Soviet  Russia  much  can  be  said,  even  though  little  is  known  as 
to  interior  conditions.  The  Russian  Federated  Republic  which 
designates  itself  as  the  "Workmen's  and  Peasants'  (Bolshevik)  Govern- 
ment," which  was  established  by  the  "All-Russian  Congress  of  the 
Councils  of  Workmen's,  Soldiers'  and  Peasants'  Deputies  in  November, 
191 7,  still  maintains  its  control  of  a  large  part  of  the  area  of  pre-war 
Russia.  It  obtained  control  of  presumably  about  $500,000,000  of  the 
gold  fund  of  the  former  Russian  Government,  and,  after  paying  a 
certain  sum  to  the  German  government  as  a  result  of  its  treaty  with 
that  power,  has  held  a  large  part  of  this  basic  money  metal,  conducting 
its  interior  affairs,  however,  by  the  unlimited  issues  of  paper  currency  with 
no  claim  to  a  gold  backing,  creating  and  operating  armies  estimated  at 
more  than  1,000,000  and  with  them  has  gradually  regained  control  of 
the  line  of  republics  extending  from  Azerbaijan  on  the  Caspian  to  the 
Crimean  Peninsula  on  the  northern  coast  of  the  Black  Sea.  Dispatches 
from  Stockholm  on  January  9,  192 1,  state  that  "an  economic  convention 
between  the  Russian  and  Ukrainian  Soviet  Republic  was  signed  here 
December  28,  1920,  providing  that  the  two  states  shall  have  joint  com- 
missaries for  national  defense,  foreign  affairs,  finance,  commerce,  labor, 
and  communications,"  thus  indicating  that  the  Bolshevists  have  in  fact 
under  one  name  or  another  resumed  control  of  all  of  the  former  Euro- 
pean Russia  except  Poland  and  the  Baltic  States  of  Lithuania,  Latvia, 
Esthonia,  and  Finland. 

Lands,  forests,  mines,  factories,  railways,  and  other  transportation 
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systems  of  Soviet  Russia  have  been  "nationalized"  and  are  operated  by 
forced  labor  under  the  most  rigid  military  rules,  including  the  death 
penalty  for  their  infraction  or  evasion,  though  very  recent  reports  from 
Moscow  indicate  a  disposition  to  permit  and  encourage  the  private 
ownership  of  lands  by  the  agricultural  element  of  the  population. 

Attempts  were  made  in  the  latter  part  of  1920  to  re-establish 
trade  with  Europe  and  the  United  States  by  the  utilization  of  the  re- 
mainder of  the  gold  funds  of  the  pre-war  Russian  government  to  which 
has  meantime  been  added  about  $100,000,000  obtained  from  the  Si- 
berian mines.  Limited  trade  relations  have  been  begun  with  Germany 
and  several  other  European  states,  and  a  form  of  agreement  for  resump- 
tion of  trade  with  Great  Britain  drawn  up  in  1920,  and  submitted  to 
both  governments  for  final  consideration  was  adopted  by  both  govern- 
ments in  March,  1921.  It  provides  that  "pending  the  conclusion  of  a 
formal  peace  treaty  between  the  governments  of  these  countries,"  each 
party  shall  refrain  from  hostile  actions  or  undertakings  against  the 
other,  and  from  conducting  outside  its  own  borders  any  official  propa- 
ganda against  the  institutions  of  the  British  Empire  on  the  one  hand  or 
the  Russian  Soviet  Republic  on  the  other.  British  subjects  in  Russia 
are  permitted  to  return  home,  and  all  Russian  citizens  in  Great  Britain 
given  similar  privileges.  Each  party  agrees  not  to  impose  or  maintain 
any  form  of  blockade  against  the  other,  and  to  remove  all  obstacles 
placed  in  the  way  of  a  resumption  of  trade,  not  to  exercise  nor  discrimi- 
nate against  such  trade,  or  place  any  impediments  in  the  way  of  banking, 
credit  and  financial  operations  for  the  purpose  of  such  trade.  British 
and  Russian  ships  are  to  receive  friendly  treatment  in  the  ports  of  the 
respective  countries,  and  Russia  agrees  to  clear  the  mines  from  the  sea 
passages  to  its  ports.  The  British  government  declares  that  "it  will  not 
initiate  any  steps  with  a  view  to  attach  or  take  possession  of  any  gold, 
funds,  securities  or  commodities  not  being  articles  identifiable  as  the 
property  of  the  British  government,  which  may  be  exported  from  Russia 
in  payment  for  imports  or  as  securities  for  such  payment."  The  Russian 
Soviet  Government  undertakes  to  make  no  claim  to  or  dispose  of  any 
funds  or  property  now  in  the  United  Kingdom  belonging  to  the  former 
Imperial  and  Provincial  Russian  Governments,  and  the  British  Govern- 
ment gives  a  corresponding  undertaking  as  regards  British  Government 
funds  and  property  in  Russia.    Merchandise  of  one  country  imported 
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into  the  other  under  this  agreement  is  not  to  be  subject  to  compulsory 
requisition  or  seizure  on  the  part  of  the  government  or  any  local  authori- 
ty. The  agreement  is  made  terminable  after  the  expiration  of  one  year, 
upon  a  six  months'  notice  by  either  party. 

Official  figures  of  the  United  States  for  the  calendar  year  1920  show 
imports  of  $1,825,000  from  and  exports  of  $15,447,000  to  European 
Russia,  also  imports  of  $10,655,000  from,  and  exports  of,  $13,280,000  to 
Asiatic  Russia,  though  the  United  States  government,  which  has  not  rec- 
ognized the  Soviet  government,  has  declined  to  enter  into  a  special  trad- 
ing agreement,  as  has  been  done  by  other  governments,  but  does  not 
prohibit  such  trade  by  those  who  choose  to  undertake  it  solely  upon  their 
own  risks. 

The  peace  treaties  of  Soviet  Russia  with  certain  of  the  Baltic  Re- 
publics gives  to  Russia  the  privilege  of  rail  access  to  and  the  use  of  cer- 
tain Baltic  ports  and  have  thus  opened  the  door  for  the  resumption  of 
trade  relations  with  the  outside  world.  Reports  from  Germany  and 
other  states  adjacent  to  the  Russian  territory  indicate  that  quantities  of 
manufactures,  including  engines  and  railway  supplies,  are  being  ex- 
changed for  Russia's  foodstuffs  and  raw  material,  though  the  existence 
in  Russia  of  large  stocks  of  food  or  facilities  for  transportation  thereof 
are  vigorously  denied.  The  debt  of  the  Russian  government  at  the  date 
of  the  establishment  of  the  Soviet  government  was  in  191 7  about  $17,- 
000,000,000  and  the  paper  currency  about  $9,000,000,000.  A  state- 
ment issued  by  the  Finance  Minister  of  the  Kolchak  government  put  the 
debt  on  Jan.  1,  19 19,  at  $25,000,000,000.  The  paper  currency  is- 
sued by  the  Bolshevist  government  up  to  the  end  of  19 19  has  been 
estimated  at  $34,000,000,000,  but  this  has  doubtless  been  enormously 
increased  by  the  military  activities  of  1920,  especially  in  the  Caucasus 
region  and  on  the  Ukrainian,  Polish,  and  Lithuanian  borders. 

In  Siberia,  the  Soviets  have  undisputed  control  to  the  eastern 
edge  of  Lake  Baikal,  while  the  area  lying  between  that  lake  and  the 
Pacific  has  been  established  as  an  independent  state  under  the  title  of 
The  Far  Eastern  Republic  with  which  the  Soviets  have  established 
friendly  relations.  Thus  Soviet  Russia  has  access  to  the  Pacific  by 
way  of  the  Russian  trans-Siberian  road  with  its  chief  terminus  in  Vladi- 
vostok and  branch  lines  extending  southward  to  the  Pacific  ports  of 
northern  China,  while,  as  elsewhere  indicated,  Russia  apparently  now  has 
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access  to  the  Black  Sea  through  Ukrainia,  and  to  the  Baltic  through 
Esthonia  and  Latvia,  with  which  she  established  friendly  relations  by 
the  treaties.  Reports  from  Stockholm  in  April,  1921,  state  that  a  treaty 
just  made  with  White  Russia  will  bring  that  area  into  harmonious 
relations  with  Soviet  Russia,  under  which  the  two  governments  "become 
a  single  republic  with  joint  commissions  for  war,  finance  and  foreign 
trade." 

TURKEY 

THE  former  Turkish  Government  has  by  various  incidents  since  the 
beginning  of  the  war  lost  direct  control  of  its  entire  area  in  Europe 
and  Africa  and  a  large  part  of  its  area  in  Asia  Minor.  One  of  the 
first  acts  of  the  British  Government  after  the  declaration  of  war  be- 
tween Great  Britain  and  the  Turkish  Government  was  to  declare  a 
Protectorate  over  the  Egyptian  area,  which  it  had  in  fact  controlled 
in  large  degree  prior  to  the  war. 

The  peace  treaty  of  Sevres  which  the  Allies  handed  to  the  Turkish 
Government  in  August,  1920,  demanded  the  transfer  of  a  large  part 
of  Asiatic  Turkey  to  certain  of  the  Allies,  including  Great  Britain  in 
Palestine  and  the  Mesopotamian  Valley,  France  in  Syria,  and  Greece 
in  Smyrna,  and  while  a  modification  of  this  was  agreed  upon  at  the 
London  Conference  in  March,  1921,  the  area  affected  is  comparatively 
small  so  far  as  relates  to  Turkey  in  Europe  or  Africa,  and  still  leaves 
in  the  hands  of  the  Allies  the  bulk  of  the  former  Turkish  area  in  Asia 
Minor. 

The  area  in  Asia  Minor  not  specifically  removed  from  Turkish  con- 
trol included  Anatolia,  Cilicia,  and  Kurdistan.  In  this  form  the  treaty 
was  reluctantly  signed  by  the  Turkish  delegates  at  Sevres,  but  the  Sul- 
tan delayed  his  approval.  Meantime  Mustapha  Kemal  as  the  head  of 
the  Young  Turks  Party  had  taken  control  of  a  large  part  of  the  north- 
ern part  of  Anatolia,  occupying  the  southern  frontage  of  the  Black 
Sea,  and  continues  in  control  at  this  time.  The  modification  of  that  part 
of  the  treaty  which  affected  the  area  claimed  by  Greece  in  Europe  and 
Asia  Minor  has  not  been  agreed  to  by  that  government,  and  its  armies 
resumed  their  activities  in  Asia  Minor  in  April,  192 1,  extending  their 
control  northward  from  Smyrna  to  Eski-Sheher  on  the  Bagdad  Railway. 

That  small  European  area  which  still  remained  in  the  hands  of  the 
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Turkish  Government  was  in  1920  placed  by  the  Allies  under  the  mili- 
tary control  of  the  Government  of  Greece  which  promptly  drove  out  the 
opposing  Turkish  forces  and  took  possession  to  within  a  few  miles  of 
the  walls  of  Constantinople.  Meantime  the  Allies  established  a  narrow 
strip  of  territory  on  both  sides  of  the  entire  passageway  between  the 
Mediterranean  and  Black  Sea — the  Dardanelles,  the  Sea  of  Marmora, 
and  the  Bosporus — as  a  separate  political  entity  under  the  title  of  "The 
Zone  of  the  Straits"  to  be  governed  by  an  interallied  commission.  This 
control  by  the  Allies  of  the  "Zone  of  the  Straits"  and  the  waters  thereof 
is  interpreted  as  the  permanent  opening  of  the  passageway  between  the 
Mediterranean  and  the  Black  Sea  to  all  ships  of  all  nations. 

The  control  of  the  Straits,  including  the  Dardanelles,  the  sea  of  Mar- 
mora and  the  Sea  of  Bosporus,  and  thus  connecting  the  Mediterranean 
and  the  Black  Sea,  is  defined  by  the  terms  of  the  Treaty  of  Sevres, 
which  says: 

"The  navigation  of  the  Straits,  including  the  Dardanelles,  the  Sea  of 
Marmora  and  the  Bosporus,  shall  in  future  be  open,  both  in  peace  and  war, 
to  every  vessel  of  commerce  or  war  and  to  military  and  commercial  air- 
craft without  distinction  of  flag.  These  waters  shall  not  be  subject  to 
blockade,  nor  shall  any  belligerent  right  be  exercised  nor  any  act  of  hos- 
tility be  committed  within  them  unless  in  pursuance  of  a  decision  of  the 
Council  of  the  League  of  Nations.  The  Turkish  Government,  recognizing 
that  it  is  necessary  to  take  further  measures  to  ensure  the  freedom  of  navi- 
gation, accordingly  appointed  delegates  to  a  commission  to  be  called  the 
Commission  of  the  Straits  to  control  the  waters  *  *  *  between  the 
Mediterranean  mouth  of  the  Dardanelles  and  the  Black  Sea  mouth  of  the 
Bosporus  and  the  waters  within  three  miles  of  each  of  these  mouths,  and  this 
authority  may  be  exercised  on  shore  to  such  extent  as  may  be  necessary 
for  the  execution  of  the  provisions  of  this  section.  *  *  *  The  Commis- 
sion will  exercise  all  powers  conferred  on  it  by  the  present  Treaty  in  com- 
plete independence  of  the  local  authority,  having  its  own  flag,  its  own  bud- 
get, and  its  separate  organization."  The  duties  of  the  Commission  are 
designated  as  "the  execution  of  any  works  considered  necessary  for  the 
improvement  of  the  channels  or  approaches  and  harbors ;  the  lighting  and 
buoying  of  the  channels ;  the  control  of  pilotage  and  towage ;  the  control 
of  anchorages,  and  the  control  necessary  to  assure  to  the  Allied  Nations 
full  freedom  of  navigation  or  transportation  on  an  equal  footing  with 
Turkey." 

That  these  specifications  of  the  Treaty  are  assumed  to  include  the  con- 
trol by  the  Allies  of  the  City  of  Constantinople  is  confirmed  by  a  press 
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dispatch  from  Constantinople  dated  January  24,  1921,  which  states  that 
' 'Constantinople  will  on  Feb.  1st,  192 1,  become  virtually  an  Allied  city, 
when  the  French  will  occupy  Stambul,  the  British  will  move  into  Pera 
and  the  Italians  into  Scutari."  This  move  is  presumably  in  pursuance 
of  the  notice  given  the  Turkish  Government  that  a  renewed  military 
occupation  of  Constantinople  was  imminent  to  guard  against  threatened 
disorders. 

Assignment  of  Constantinople  to  the  three  Allied  Powers — France, 
Great  Britain  and  Italy — would  apparently  place  the  business,  banking 
and  foreign-ambassadorial  sections  of  the  city  (which  lies  within  Pera 
and  the  adjacent  section  known  as  Galata)  under  British  control. 
The  older  and  native  section  of  the  city,  Stambul,  will  be  under  French 
control,  and  that  of  Scutari  on  the  eastern  side  of  the  Bosporus,  to  be 
under  Italian  control. 

This  latest  assignment  of  the  area  of  Constantinople,  together  with 
the  general  terms  of  the  modified  Treaty  of  Sevres,  apparently  termi- 
nates control  of  the  Turkish  government  over  all  parts  of  its  former 
area  of  iy2  million  square  miles  in  Europe,  Asia  Minor  and  Africa,  ex- 
cept that  part  of  Anatolia  (the  section  lying  immediately  east  of  Con- 
stantinople) controlled  by  the  Turkish  Nationalists  or  Young  Turks 
Party  under  Mustapha  Kemal. 

The  Journal  d'Orient  of  October  18,  1920,  in  an  article  commenting  on 
the  establishment  of  foreign  business  concerns  in  Constantinople  (English, 
American,  Italian,  Russian,  etc.),  notes  that  several  credit  houses  are  es- 
tablishing commercial  departments  or  financing  combines  for  the  commer- 
cial exploitation  of  Turkey  and  Black  Sea  regions.  Apropos  of  this  the 
article  continues:  Our  port  without  doubt  will  maintain  its  combines. 
These  are  well  fitted  to  transact  business  on  a  large  scale  because  of  their 
large  capital,  the  commercial  connections  they  have,  the  protection  they 
enjoy  from  their  Governments,  their  modern  methods  of  doing  business, 
and  the  initiative  they  possess.  On  the  other  hand,  the  local  business  man 
is  reduced  to  the  limited  role  of  specialized  and  retail  business. 

While  trade  and  financial  possibilities  of  Constantinople  are  looked 
upon  as  of  great  importance  in  case  of  a  return  to  peace  and  commercial 
activity,  the  present  conditions  are  pictured  by  recent  reports  as  extremely 
bad,  due  to  congestion  of  merchandise  awaiting  buyers,  and  an  unsatis- 
factory condition  as  to  finance  and  currency.  The  Commercial  Secre- 
tary to  the  British  High  Commission,  in  a  report  made  in  February, 
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1 92 1,  says  that  the  business  situation  in  the  closing  quarter  of  the  year 
1920  was  unsatisfactory.  The  congestion  at  the  custom  houses  and  in 
private  warehouses  was  very  great. 

Writing  in  the  Oesterreichische  Volkswirt  of  February  26,  1921, 
Gustav  Herit,  the  Constantinople  correspondent  of  that  journal,  calls 
attention  to  the  fact  that  the  Turkish  Government,  under  the  pressure 
of  circumstances,  has  found  itself  compelled  to  accept  the  control  over 
its  finances  urged  upon  it  by  the  Entente,  since  otherwise  it  would  not 
have  obtained  from  the  Ottoman  Bank  the  desperately  needed  advance 
of  T  £800,000.  The  Government  required  money  at  any  price,  for  it 
still  owed  the  November  salaries  of  the  civil  servants.  Apart  from  its 
recognition  of  the  International  Financial  Control,  the  Government  has 
also  been  obliged  to  mortgage  the  goods  belonging  to  it  and  subject  to 
the  administration  of  the  International  Sales  Commission.  With  the 
recognition  of  the  International  Control,  Turkey  has  completely  re- 
nounced her  financial  independence. 

It  is  proper  to  call  attention  to  the  fact  that  the  United  States  gov- 
ernment, in  its  commerce  reports,  still  classifies  as  "Turkey  in  Europe 
and  Asia"  all  former  Turkish  territory  (except  Egypt)  of  which  the 
independence  as  a  new  state  has  not  been  officially  recognized. 

UKRAINIA 

THE  Ukrainian  Government  established  in  November,  191 7,  and 
passed  in  191 8  to  the  control  of  a  directorate  of  five  members,  oc- 
cupies a  large  part  of  that  rich  agricultural  area  formerly  known  as  the 
black  earth  section  of  Russia,  about  two-thirds  of  its  soil  being  "arable 
land"  and  certain  areas  also  producing  important  minerals  and  having 
limited  manufacturing  facilities. 

Agricultural  products  include  wheat,  barley,  rye,  oats,  and  especially 
beet  sugar,  the  Ukraine  having  been  in  pre-war  days  the  producer  of  a 
very  large  proportion  of  the  great  sugar  crop  of  Russia  which  was  only 
exceeded  by  Germany  and  in  some  years  by  Austria  Hungary.  Even 
at  this  time  with  all  the  embarrassment  under  which  the  people  labor 
under  the  lack  of  transportation,  currency,  and  orderly  government, 


[61] 


TRADING  WITH   THE  NEW  COUNTRIES  OF  CENTRAL  EUROPE 


beet  sugar  is  apparently  the  most  valuable  crop,  with  wheat  a  close 
second. 

The  area  of  the  country  is  roughly  estimated  at  about  225,000  square 
miles  and  the  population  35,000,000. 

Little  information  is  available  as  to  the  post-war  development  of 
the  government  or  industries,  owing  to  the  fact  that  the  area  has  been 
subject  to  constant  military  pressure  by  the  Soviets  on  the  north  and 
the  Polish  Government  at  the  west.  A  treaty  was  made  with  the  Polish 
Government  in  the  early  part  of  1920  by  which  the  latter  was  to  as- 
sist the  Ukrainians  in  their  war  against  the  Russian  Soviets  and  have 
in  return  certain  Ukrainian  lands  on  its  eastern  frontage,  a  member- 
ship in  the  Ukrainian  cabinet  and  the  use  of  certain  of  the  railways, 
but  this  proposed  agreement  was  interrupted  by  the  Polish  war  with 
the  Bolsheviki,  and  has  not  been  renewed. 
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Meantime  the  governmental  administration  in  Ukrainia  has  been 
rendered  somewhat  uncertain  owing  to  varying  successes  of  the  various 
political  parties,  though  the  announcement  from  Stockholm  on  January 
9,  1 92 1,  that  "a  military  and  economic  convention  between  the  Russian 
and  Ukrainian  Soviet  Republics  was  signed  at  Moscow,  December  28, 
1920,  including  joint  commissaries  for  national  defense,  foreign  affairs, 
finance,  commerce,  labor,  and  communications,"  suggests  the  success  of 
the  party  favoring  the  Soviet  system  of  government  and  a  close  working 
relationship  with  Soviet  Russia,  which  would  give  to  the  latter  the 
much  desired  access  to  the  Black  Sea  and  its  most  important  northern 
port  of  Odessa  which  lies  within  the  Ukrainian  area. 


'HE  year  1920  made  few  important  changes  in  the  control  of  the 


colonial  areas  of  Germany  which  were  at  the  close  of  the  war 
passed  to  the  control  of  certain  of  the  Allies.  Great  Britain  has  assumed 
complete  control  of  German  East  Africa  to  which  she  has  given  the 
new  title  of  Tanganyika  Territory,  and  the  lines  of  demarkation  be- 
tween Great  Britain  and  France  in  the  other  German  colonies  of  Africa 
have  been  more  closely  determined,  while  no  definite  changes  have 
occurred  in  the  control  of  the  German  areas  in  the  Pacific  and  Far 
East. 

The  following  mandates  are  now  operative  under  the  Treaty  of  Ver- 
sailles: Great  Britain  over  German  East  Africa,  384,000  square  miles. 
Great  Britain  over  Palestine  west  of  the  Jordan,  9,000  square  miles; 
Great  Britain  over  Mesopotamia,  250,000  square  miles;  The  Union 
of  South  Africa  over  German  Southwest  Africa,  322,000  square  miles; 
France  over  German  Cameroons  in  Africa,  269,759  square  miles; 
France  over  part  of  German  Togoland,  21,892  square  miles;  France  over 
part  of  Syria,  106,740  square  miles;  Australia  over  New  Britain  Kaiser 
Wilhelm  Land  and  German  islands  south  of  the  equator ;  New  Zealand 
over  German  Samoa;  Japan  over  the  Marshall,  Caroline,  Pelew, 
Ladrone,  and  other  islands  north  of  the  equator.  The  controversy  which 
arose  in  192 1  relative  to  the  island  of  Yap  related  merely  to  cable  privi- 
leges in  that  island,  and  the  control  of  German  cables  connecting  it  with 
the  United  States  island  of  Guam,  an  important  cable  station. 
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TRADE  OF  THE  UNITED  STATES  WITH  THE  PRINCIPAL 
NEW  AND   READJUSTED  EUROPEAN  POLITICAL 
UNITS,  IN  THE  CALENDAR  YEAR  1920. 


Imports  from 

Exports  to 

$1,792,418 

$19,237,495 

5,899,383 

1,785,181 

/~i        1       n  1         1  • 

7,077,579 

Egypt   

97,015,056 

38,123,387 

5,189,887 

18,745,260 

88,836,280 

3H,437,377 

39,462,042 

185,504 

1,487,242 

73,597 

972,041 

65,307 

967,407 

739,H4 

69,929,171 

22,311 

11,093,037 

10,655,196 

13,280,886 

1,825,390 

15,446,832 

28,589,937 

IO,9l6,885 

11,176,999 

31,330,913 

*The  commercial  reports  of  the  United  States  government  still  include  under 
pre-war  titles  all  areas  in  which  the  new  states  have  not  been  officially  recog- 
nized by  the  government. 
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A  National  Investment  Service 


WHEREVER  your  travels  may  take  you — in  this  country,  in 
England,  on  the  Continent,  or  in  Japan,  we  want  you  to  know 
exactly  where  you  can  get  National  Investment  Service  in  all  its 
phases.  Under  the  name  of  The  National  City  Company  in  the 
telephone  directory  you  will  find  the  street  address  of  our  principal 
offices  in  the  following  cities: 


Albany 

Indianapolis 

Providence 

Atlanta 

Kansas  City 

Rochester 

Atlantic  City 

Los  Angeles 

Salt  Lake  City 

Baltimore 

Memphis 

San  Diego 

Boston 

Milwaukee 

San  Francisco 

Buffalo 

Minneapolis 

Seattle 

Chicago 

Newark 

Springfield,  Mass. 

Cincinnati 

New  Orleans 

St.  Louis 

Cleveland 

Omaha 

Saint  Paul 

Davenport 

Pasadena 

Washington 

Denver 

Philadelphia 

Wilkes-Bar  re 

Detroit 

Pittsburgh 

Montreal 

Hartford 

Portland,  Me. 

Toronto 

Portland,  Ore. 

London:  4  London  Wall  Buildings.       Geneva:  i  Rue  de  la  Tour  de  Pile. 
Tokio:  Tokio  Kaijo  Building. 


We  will  be  glad  to  send  you  our  current  list 
of  high-grade  bonds  if  you  will  ask  for  FZ164 

The  National  City  Company 

National  City  Bank  Building,  New  York 

BONDS  •  •  PREFERRED  STOCKS  ■  •  ACCEPTANCES 


